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President Roosevelt’s 
first message is one of 
the longest and at the same time one 
of the most comprehensive ever de- 
livered to congress. It covers agreat 
variety of important questions and 
handles each one with masterly skill. 
Unsparing war on anarchists is declar- 
ed, and laws favored prohibiting the 
landing of unfit immigrants; the con- 
viction is expressed that trusts should 
be supervised and controlled; it calls 
for such reciprocity in foreign trade 
as will not injure wages and indus- 
try; demands the maintenance of the 
gold standard; advocates the dig- 
ging of the Isthmian Canal, the build- 
ing of a mighty navy and the irriga- 
tion of arid lands. The president 
takes a broad view of every question 
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presented, and discusses each one with 
aneye single to the public good, re- 
gardless of political ethics or party 
demands. The message is just such a 
paper as would beexpected from such 
a level headed, fearless source. 


The scheme for a cur- 
rency or rather an ex- 
pansion of the currency, based upon 
the assets of national banks has at 
last assumed definite form in the plan 
proposed by Secretary Gage in his an- 
nual report. It is, in plain terms, the 
old fashioned one of note-issuing by 
banks on their general assets. The 
Secretary proposes various safeguards 
for the plan which appear both prac- 
ticable and feasible. A redemption 
fund is provided for, which consists 
of 30 percent. of the entire issue in 
Government bonds and 20 percent. in 
United States legal-tender notes, to 
be deposited with the Treasurer of 
the United States. A guaranty fund 
is then to be created by requiring the 
banks making the issue to deposit 
semi-annually, in trust, with tlie 
Treasurer a sum equal to one-eighth 
of one per cent. of their capital stocks 
for the protection of the note of any 
bank which by reason of insolvency 
shall become unable to pay its notes 
on demand. The present law, re- 
quiring a deposit of 5 per cent. of a 
bank’s circulation as a current re- 
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demption fund need not be changed, 
the Secretary says, but he makes the 
provision that the Treasurer of the 
United States shal] become the trustee 
for the note-holder of an insolvent 
bank, and shall look after the redemp- 
tion of its notes from the redemption 
and guaranty funds created in accord- 
ance with the plan. 

Mr. Gage anticipates various ob- 
jections that may be raised to the 
plan, such as a ‘‘wild-cat’”’ currency 
cry, insufficiency of inducements 
offered by the scheme, etc., and pro- 
ceeds to meet them in his usual forci- 
ble style. He backs up the general 
practicability of the plan by citing a 
lhypothical case made by the actuar- 
ics of the treasury, which shows that 
if the system had been in force during 
ithe past thirty six years the notes of 
the national banks issued under it 
would have been entirely secure, and 
the guaranty fund would still have a 
large unused surplus toits credit. 
The Secretary omits probably the 
most general objection that will be 
raised to the system—thiat of legislat- 
ing in behalf of the so-called ‘‘money 
power,” but as that will be more 
political than thoughtful or scientific, 
it will go down with the rest. 


Export of Manu- Exportation of manu. 

Goatuses. factures from the United 
States continues to show a healthy 
growth in nearly all important arti- 
cles except copper and iron and steel. 
The export figures just made public 
by the Treasury Bureau of Statistics 
show that in the ten months ending 
with October, exports of copper have 
fallen about 23 million dollars, and of 
iron and steel about 23 millions,mak- 


ing atotal reduction in these two 
classes of $46,445,685. The total re. 
duction in exports of manufactures of 
all kinds during the same time is only 
$44,162,856, thus showing an in. 
crease inthe exportation of manu. 
factures as a whole, exclusive of these 
two articles, copper and iron and 
steel. The value of copper exports in 
the ten months ending with October 
is 45} percent. below that for the 
corresponding months of the preced- 
ing year, and the value of iron and 
steel exports is 214 percent. below 
that for the corresponding months of 
last year. In the other manufactures, 
taking the entire group except copper 
and iron and steel, there is, as already 
indicated, an actual increase. In the 
case of iron and steel the reduction is 
partly due to reduced prices per unit 
of quantity, in part to a reduced de- 
mand abroad, and in part to forced 
sales at low rates in certain foreign 
countries. In copper the reduction is 
not due to reduced prices, the average 
value per pound of the copper exports 
of the ten months of this year being 
the same as that of thecorresponding 
months of last year, viz. 163 
cents per pound. The reduction in 
copper, therefore, isin quantity, the 
exportation of ingots, bars and plates 
falling from 300,160,141 pounds in 
the ten months of 1900, to 162,728,- 
397 pounds in the corresponding 
months of 1901. This falling off in 
the case of copper is due in part to a 
reduced demand in the European 
countries which were the chief foreign 
market for American copper, and in 
part to an increased production in 
other countries and _ reduction of 
prices by foreign producers. Theonly 
other important article showing a 
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material reduction is mineral oil, 
which is about 3 million dollars less 
than in the corresponding months of 
last year; but this decrease is solely 
due to reduced prices, the number of 
gallons exported in the ten months 
ending with October being 60,289,023 
greater than that for the correspond- 
ing months of the preceding year. 


Banks in California 
which loan money 
upon notes secured by mortgage of 
real estate, are compelled to first ex- 
haust the mortgage security before 
seeking to collect the debt from the 
debtor personally. The method 
pointed out by law for so doing is by 
foreclosure suit and judicial sale of 
the property. In a case which we 


Mortgage Collateral 
in California 


publish in this number, a mortgage 
note contained a clause authorizing 


the bank to dispose of the collateral 
by public or private sale. The bank, 
however, when the time for realization 
arrived, instead of selling the collat- 
eral under the authority given, fore- 
closed it and docketed a deficiency 
judgment for the balance due. Con- 
tention was thereupon made by the 
debtor that the bank had done some- 
thing it had noright to do in fore- 
closing by judicial sale in view of the 
fact that authority had been given it 
to sell the note and mortgage It 
was urged that, the pledgor having 
authorized a disposition of the collat- 
eral by sale, this method only should 
have been pursued by the bank and it 
had no right, in such case, to resort 
to the legal method of foreclosure. 
But the court holds, to the contrary, 
that the right of the hank to foreclose 
the mortgage by judicial sale was not 
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lost because of the authority given it 
to sell the same at public or private 
sale outside of court. The bank was 
not restricted to the method of reali- 
zation by judicial sale, which was not 
exclusive, and had the right, if it saw 
fit, to foreclose the security rather 
than sell it. 


Sectionsgs In publishing our install- 

NL ment upon the Negotiable 
Instruments Law in the November 
number, we enumerated the states 
where the law prevails which have, 
and have not, special legislation mak- 
ing Saturday afternoon a half-holi- 
day, in order to show in what states 
the provision of section 145 of the 
law, postponing payment of time 
paper falling due on Saturday, to the 
next business day, was consistent and 
harmonious with existing half-holi- 
day legislation, and in what states, 
there being no special half-holiday 
legislation and the entire Saturday a 
business day, the effect of the provision 
was to add two days to the time of 
payment of Saturday maturing paper 
payable otherwise than on demand. 
In so doing, we thought we were very 
careful in examining the statutes of 
all the states, but it seems that we 
made an error in regard to Massachu- 
setts, for the correction of which we 
are indebted to a correspondent in 
Boston. We had included Massachu- 
setts among the states in which there 
was no special half-holiday legislation 
apart from the Negotiable Instrument 
act; but it appears that the Acts of 
1895, Chaps 210 and 415, make 
Saturday a half-holiday in Massachu- 
setts, paper to be payable, and pre- 
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sentation and protest made, on the 
next business day. 

Furthermore, on the subject of sec- 
tion 145, in citing in our November 
number, the provision that “every 
negotiable instrument is payable at 
the time fixed therein without grace”’ 
and showing that this uniformity of 
grace abolishment existed throughout 
all the states in which the Negotiable 
Instruments law has been passed, we 
pointed to exceptions in Massachu- 
setts and North Carolina, namely, 
that there was a slight deviation 
made by subsequent legislation in 
Massachusetts that ‘‘on all drafts and 
bills of exchange made payable within 
this Commonwealth at sight, three 
days of grace shall be allowed unless 
there is an express stipulation to the 
contrary;” and thatin North Carolina 
the grace portion of the act is not 
operative by reason of a provision of 
a later section in the North Carolina 
act that “‘the laws now in force in this 
state withregard todays of grace 
shall remain in force, and shall not be 
construed to be repealed by this act.’’ 

To make our list of exceptions to 
the uniformity of the grace abolish- 
ment provision of the act complete, 
we should have added a reference to 
legislation in the state of Rhode 
Island where, equally as in Massa- 
chusetts, three days of grace are al- 
lowed on sight drafts. 


Necessity of The mode of transfer of 
Indorsement. negotiable paper payable 
to order, under the law merchant 
and under the Negotiable Instru- 
. ments Law, is by indorsement in 
blank or special, and such indorse- 
ment is essential to the right of a 
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purchaser to hold and enforce the 
instrument free from equities and de- 
fenses which might be made against 
it in the hands of the original hold. 
er. In other words, aman may give 
full value for a negotiable instru. 
ment payable to order and take the 
same before maturity, in good faith, 
without notice of any defenses to it 
and yet if in delivering the instrument 
over to him the written indorsement 
is omitted, and it is not afterwards 
supplied before maturity and before 
equities attach, he simply takes the 
same rights as his transferor had and 
cannot enforce the instrument free 
from defenses which might be made 
against the latter. It is thus seen 
how important this matter of in- 
dorsement is. 

In the state of Texas, however, it 
is to be noted that there is a devia- 
tion from the law merchant in this 
regard and that written indorsement 
is not of the same importance as 
elsewhere. The revised statutes of 
Texas provide that when a negoti- 
able instrument has been assigned to 
a person before its maturity, for a 
valuable consideration, without no- 
tice of any discount or defense against 
it, then he shall be compelled to al- 
low only just discounts against him- 
self. The mode of assignment is not 
prescribed in the statute, and the 
Texas courts have held that an in- 
strument is assigned within the 
meaning of this statute when it is 
transferred from one to another and 
that the form of the transfer, wheth- 
er written or verbal, is immaterial. 
In Texas, therefore, assignees of nego- 
tiable instruments payable to order 
are protected when the instrument 
is assigned to them under the terms 
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of the statute, even though there is 
no indorsement of the instrument, 
as is required by the law merchant 
and the Negotiable Instruments law 
to entitle the holder to protection 
against equities. 


Forged The decision of the Supreme 
check. Court of California in Garth- 
waite v. Bank of Tulare affords an 
instructive statement of the law as 
to the liability of banks which issue 
exchange, when the exchange is paid 
by their correspondent on a forgery 
of the payee’s indorsement. The Tu- 
lare bank in this case issued and sold 
its check on its San Francisco cor- 
respondent and the check was mailed 
by the purchaser to the payee. The 
check was lost in, or stolen from, 
the mail and was presented to the 
San Francisco Bank by another per- 
son, who represented himself to be 
the payee, and it was paid on a for- 
gery of the payee’s indorsement. 
Twelve days later the payee notified 
the San Francisco Bank of the loss 
of the check and upon being informed 
that it had been paid, claimed to 
that bank that the indorsement was 
a forgery. But the bank refused to 
pay it again, so after demand and 
refusal of payment, the payee forth- 
withsent notice thereof to the Tulare 
bank as drawer, and requested pay- 
ment from it. But the Tulare bank 
also refused to make the check good, 
relying upon the view that it was 
under no responsibility in the mat- 
ter, and that the question was one 
between the payee and the San 
Francisco bank. Six months later 
it closed its account with the San 
Francisco bank and in the settlement 
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it allowed that bank to charge it 
with the amount of the check. The 
payee did nothing for a while and 
nearly three years was allowed to 
elapse. Finally, the San Francisco 
bank failed and then the receiver of 
that institution delivered the check 
over to the payee who thereupon 
brought an action against the Tulare 
bank, as drawer, thereon. In this 
action, he was awarded a recovery 
and the judgment in his favor has 
recently been affirmed by the Su- 
preme Court. 

The mistake which the Tulare bank 
had made was in assuming that it 
was under no responsibility as draw- 
er, after the check had once been paid 
by the San Francisco bank. Instead 
of indulging in this erroneous as- 
sumption, what it should have done 
is thus shown by the court: 

“When the defendant (the Tulare 
bank) received this notice of the dis- 
honor of its check, its proper course 
was to demand from the Pacific Bank 
(San Francisco correspondent) either 
the return of the check, if it was of 
the opinion that it had been prop- 
erly paid, or, if not, of the money 
which it had provided for its pay- 
ment. Its cashier testified that it 
had ceased to transact business 
through the Pacific Bank in August 
of that year. In the usual course of 
business there would then have been 
a settlement of the account between 
them, and the defendant would have 
demanded the return to it of the 
check or of the money which it had 
provided for its payment. Instead 
thereof, it permitted the bank to re- 
tain the check, and did not insist upon 
the return of the money. If by reason 
of this conduct the defendant has sus- 
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tained injury, it is to be borne by it- 
self and not by Lovejoy or his as- 
signee (the payee). It received notice 
of the dishonor of the check soon after 
it was made, and, although it appears 
that some correspondence in reference 
thereto was had between it and the 
Pacific Bank, it took no steps to pro- 
tect itself, but appears to have relied 
upon its view, as expressed in one of 
the letters of its cashier, that it was 
under no responsibility in the matter. 
In thus assuming that the payment 
by the Pacific Bank was properly 
made, and was a discharge of its ob- 
ligation to Lovejoy, it was bound to 
show that the indorsement upon the 
check was genuine. Whenit appeared 
at the trial herein that this indorse- 
ment was a forgery, its liability for 
the money received by it from Love- 
joy was established. Any delay in 
the presentation of the check was 


available as defense by it only to the 
extent of the injury which it had suf- 


fered thereby. Civ. Code, sec. 3255. 
But there is no claim that it had suf- 
fered any injury thereby prior to its 
receipt of the notice of dishonor. Its 
only claim of injury is contained in 
the allegation in its answer that the 
Pacific Bank became insolvent in 
1883. Lovejoy’s right of action 
against it, had, however, been fixed 
long prior to that date.” 


Payment By Elsewhere we publish an 

Voucher. article illustrating the 
method of payment by voucher, as 
distinguished from the bank check 
or draft, which is coming into vogue 
in the business world in the case of 
many railroad, insurance, bank and 
other corporations, as affording not 
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only a uniform receipt or voucher, 
when bills are paid, but also an in. 
surance of having the receipted bill 
or voucher back from the credit- 
or who has received payment. 
There are so many creditors who, 
after they get a check in payment, 
forget to send back the receipted bill, 
that this new method has many ad- 
vantages. We also bring out in the 
article, reference to a decided case 
where one of these vouchers had been 
paid on a forgery or unauthorized 
signature of the creditor’s name to 
the receipt, and discuss the difference, 
where the voucher has passed through 
the hands of several banks by indorse.- 
ment, before payment, between the 
voucher, and a negotiable check or 
draft, with reference to the parties 
against whom the payor has a right 
of recourse to get back his money 
thus mistakenly paid. 

There may be other forms of vouch- 
er in use than those we have illus- 
trated, and if any of our readers are 
interested, we will be pleased to hear 
from them and, if need be, publish a 
supplemental article in further elab- 
oration of the subject. 


The 
lint 
Report. 


The report of George E. Rob- 
erts, Director of the Mint, 
upon the operations of the mint 
service during the fiscal year ended 
June 30, 1901, has been completed. 
The coinage of the mints during the 
fiscal year amounted to 176,999,132 
pieces, of the value of $136,340,781. 
Of this $99,065,715 was in gold, 
$24,298,850 in silver dollars, $10, 
966,648 in fractional silver, and 
$2,009,568 was in minor coins. 
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A COURSE OF STUDY 


OF THE 


NEGOTIABLE INSTRUMENTS LAW. 


ENACTED IN NEW YORK, CONNECTICUT, COLORADC, FLORIDA, VIRGINIA, MARYLAND, MAS- 
SACHUSETTS, WASHINGTON, OREGON, NORTH CAROLINA, UTAH, TENNESSEE, WIS- 
CONSIN, NORTH DAKOTA, RHODE ISLAND, THE DISTRICT OF COLUMBIA; 

AND IN PENNSYLVANIA, TAKING EFFECT SEPTEMBER I, Igot. 


Embracing special reference to the changes thereby wrought in the former law of the 
subject in all the above states—Commenced in June 1899 number. 


Nore.-—As enacted in New York, the Nego- 
t able Instruments Law is divided into nineteen 
articles as follows: 
1. General Provisions (Sections 1—17) 
. Negotiable Instruments: Form and Inter- 
pretation (20—42) 
3. Consideration (50—55) 
. Negotiation (60—8o) 
5. Rights of holder (go—98) 
6. Liabilities of parties (110—119) 
. Presentment for payment (130—148) 
3. Notice of dishonor (160—189) 
Discharge (200—206) 
io. Bills of exchange (210—215) 
Acceptance (220—230) 
Presentment for acceptance (240—248) 
3. Protest (260—268) 
. Acceptance for honor (280—290) 
. Payment for honor (300—306) 


. Bills in a set (310—315) 
. Promissory notes and checks (320—325) 


3. Notes given for patent rights (330—332) 
Laws repealed; When takes effect (340— 
341) 

‘he provisions of the law naturally fall under 

yur general classifications. 
General Provisions. 

b. Negotiable Instruments in General. 

c. Bills of Exchange. 

d. Promissory Notes and Checks. 

The text of the law is the same in all the 
states (with some slight exceptions which will 
be noted) but the numbering of the sections, 
and in some states of the articles, is not uniform. 
There is, however, the same continuity of ar- 
ticles and text, except that in some instances 
“General Provisions” follow, instead of precede, 


the remainder of the act. By following this 
course of study with reference to the New York 
act, as above outlined, the reader in each state 
can apply the same to the law of his own state. 
NEGOTIABLE INSTRUMENTS IN 

GENERAL. 

PRESENTMENT FOR PAYMENT 
(Continued.) 

We now come to the section which 
computes the days which an instru- 
ment payable at a fixed period after 
date, after sight, or after the happen- 
ing of a specified event, has to run. 

Sec. 146. Time; how computed.— 
Where the instrument is payable at a 
fixed period after date, after sight, or 
after the happening of a specified 
event, the time of payment is deter- 
mined by excluding the day from which 
the time is to begin to run, and by in- 
cluding the date of payment. 

This section follows the rule of the 
law merchant as universally recogniz- 
ed. The day of payment of a note, 
payable thirty days after date for ex- 
ample, is arrived at by excluding the 
day of date, and fixing the day of 
payment asthe thirtieth day there- 
after. Incase that day falls on Sun- 
day or a holiday, then section 145, 
as we have seen, makes the instrument 
payable on the next succeeding busi- 
ness day. Likewise, if the instrument 
is payable so many days after sight, 
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$ 
or after the happening of a specified 
event, the day of sight, or of the hap- 
pening of the event, is excluded. 


Sec. 147. Instrument Payable at 
Bank.—Where the instrument is made 
payable at a bank it is equivalent to 
an order to the bank to pay the same 
for the account of the principal debtor 
thereon. 


This section provides a uniform rule 
for the payment of instruments made 
payable at banks, to supplant the 
conflicting rules which have prevailed 
in different states. 

It was the law of New York state, 
before the Act, that where a depositor 
in a bank made his note payable at 
the bank,the note, in so far as related 
to its presentment at the bank and 
the duties of the bank in respect to it, 
was equivalent to a check drawn by 
the maker upon the bank where the 
note was made payable. Hence, not 


only had*the bank the right or auth- 
ority to pay the note,but it was com- 


pelled todo so. The law of Pennsyl- 
vania was the same as that of New 
York in this respect. In some of the 
other states, the rule was that the 
bank had authority to pay, but was 
not obliged to do so in the absence of 
express instructions from the maker, 
or the decisions while holding the 
bank authorized, were silent upon the 
point of obligation; and in still other 
states, the law was declared that a 
bank had no right to pay a deposi- 
tor’s note made payable at the bank, 
in the absence of special instruction 
so to do, and payment made without 
such instruction, was atits peril. In 
many states, there had been no special 
decision upon the subject and bankers 
were in a quandary as to their auth- 
ority and duty in the premises. 


THE BANKING LAW JOURNAL 


The Act clears up this matter. An 
instrument made payable at a bank is 
equivalent to, or the same thing as, 
an order to the bank to pay the same 
for the account of the principal 
debtor thereon. 

The bank, then, at which an instru- 
ment—note or acceptance—is made 
payable by a depositor, must pay the 
same, if in funds. Butsuppose atime 
note is not presented on the precise 
day of maturity, but a day or two 
afterwards. Aninteresting question 
here arises whether the bank’s auth- 
ority and duty to pay is limited to 
the day of maturity only, or can or 
must be exercised on a subsequent 
day? We think in such cases the 
authority and duty is limited to the 
day of maturity. Non-presentment 
on that day discharges indorsers, and 
leaves to the holder recourse upon the 
note against the maker alone. [|’re- 
sentment by the holder ona day 
subsequent to maturity, is present- 
ment of an overdue instrument, to 
which suspicions attach, and in such 
case, the holder should be left to his 
recourse upon the maker direct, and 
the bank, as the latter’s paying 
agent, should not volunteer payment 
of an instrument which, perchance, 
the maker might have some good 
reason for refusing. Of course,where 
the instrument made payable by a 
depositor at the bank is in the na- 
ture of an acceptance, or demand 
note, having no precise, fixed, day 
of maturity, the bank’s rule of pay- 
ment would, doubtless, be the same 
as in case of its depositor’s check. 

Another interesting question comes 
up in this connection. A note made 
payable at a bank, has on it the 
names of sureties and indorsers, and 
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before maturity is discounted by the 
bank, which becomes its owner. On 
the day of maturity, the maker has 
sufficient funds on deposit to pay the 
note. But the bank, say at the re- 
quest of the maker, fails to pay or 
charge up the note against his account 
and afterwards allows him to with- 
draw his deposit. Does the bank, by 
such action, release the indorsers and 
sureties from liability? This is a 
question upon which the authorities 
have not been entirely uniform; but 
the better opinion seems to be that 
the indorsers and sureties are released. 
But, taking the same case, except that 
the bank is not owner of the note, but 
it is presented by the last holder,and 
payment refused by the bank at the 
request of the maker, though in funds, 
we do not think—althoughit has been 
argued to the contrary—that in this 
case, the sureties on the note are re- 
leased, for here, the failure to apply 
funds of the principal debtor, is not by 
a creditor of the latter, but by his 
debtor and paying-agent, the bank, 
and its action in not paying, is the 
same as it would take in the case of 
its depositor’s check, payment of 
which he had stopped. 

The concluding section of Article VI 
covering ‘Presentment for Payment,” 
defines when payment is made in due 
course. 


Sec. 148. What Constitutes Pay- 
ment in Due Course.—Pavment is 
made in due course when it 1s maueat 
or after the maturity of the instrument 
to the holder thereof in good faith 
and without notice that his title is 
defective. 


By section 200 a negotiable instru 
ment is discharged by payment in due 
course by or on behalf of the principal 
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debtor, or by payment in due course 
by the party accommodated, where 
the instrument is made or accepted 
for accommodation. Section 148 de- 
fines what constitutes payment in 
due course. Such payment must be 
made at or after the maturity of the 
instrument to the holder (i. e. the 
payee or indorsee of a bill or note, 
who is in possession of it, or the 
bearer thereof - sec. 2) in good faith 
and without notice that his title is 
defective (See sections 94 and 95, as 
to good faith and defective title). 


ARTICLE VIII. NOTICE OF DISHONOR, 

We now reach the point where a ne- 
gotiable instrument is duly presented 
for payment at maturity, or for ac- 
ceptance, and is not paid or accepted 
by the one who ought, primarily, to 
pay it. Section 143 defines, when the 
instrument is dishonored by non-pay- 
ment, and section 246 when dishon- 
ored by non-acceptance. It becomes 
necessary for the holder, therefore, to 
look for payment to those parties, 
drawer, indorser, or both, who are 
secondarily liable. But in order to 
preserve their liability, it is necessary 
that they be promptly notified of the 
dishonor of the instrument, unless no- 
tice is waived or excused, otherwise 
they will have the right to assume 
that the instrument has been duly 
honored, and will be discharged from 
liability to the holder. Article VIII 
provides the rules regulating this 
important subject of notice of dis- 
honor. 

Sec. 160. To Whom Notice of 
Dishonor Must be Given.— Except as 
herein otherwise provided, when a 
negotiable instrument has been dis- 
honored by non-acceptance or non- 
payment, notice of dishonor must be 
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given to the drawer and to each in- 
dorser, and any drawer or indorser 
to whom such notice is not given is 
discharged. 


Generally speaking, we see, the 
parties entitled to notice of dishonor, 
because of the non-acceptance or 
non-payment of a negotiable instru- 
ment, are the drawer of a bill, and 
each indorser of a bill or note. The 
maker of a note, or the acceptor of 
a bill, is not entitled to notice, be 
cause he is the one who, primarily, 
ought to pay it, and this is so,even 
though theinstrument has been made 
or accepted foraccommodation. The 
Act does not provide for notice of 
dishonor to one who signs a nego- 
tiable instrument as guarantor, and 
the liability of such an one is left 
as it exists under the law merchant. 
The Act provides that any drawer 
or indorser to whom notice of dis- 
honor is notgiven isdischarged from 
liability on the instrument, and un- 
der the law merchant, such discharge 
also operates to discharge him from 
any liability on the consideration 
for the instrument. It is of the ut- 
most importance, therefore, to pre- 
serve valuable rights against parties 
secondarily liable upon, and entitled 
to notice of dishonor of, negotiable 
instruments, that the law governing 
the giving of such notice be carefully 
observed and followed. 

Sec. 161. By Whom Given.—The 
notice may be given by or on behalf 
of the holder, or by or on behalf of 
any party to the instrument who 
might be compelled to pay it to the 
holder, and who, upon taking it up 
would have a right to reimbursement 
from the party to whom the notice 
is given. 


The notice, it is seen, may be given, 
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1. By the holder; 

2. By some one on his behalf; 

3. By any party who might be 
compelled to pay the holder and who 
in that event would have the right to 
reimbursement from the party to 
whom notice given; 

4. By some one on his behalf. 

The object of notice is two-fold; 
first, to apprise the party to whom it 
is addressed, of the dishonor; and, 
second, to inform him that the 
holder, or party giving the notice, 
looks to him for payment. Hence, 
it follows that notice can only be 
given by some party to the instru. 
ment, though he need not be the 
actual holder of the bill at the time. 
Accordingly, notice is not sufficient, 
if given -by 

1. A stranger; 

2. The maker; 

3. The drawee; 

4. The acceptor. 

While these persons might apprise 
the notified party of the dishonor, 
none are ina position to look to 
him for payment, and cannot inform 
him to that effect. But a party en. 
titled to give notice might consti- 
tute the drawee or acceptor his 
agent for that purpose. 


Sec. 162. Notice Given by Agent.— 
Notice of dishonor may be given by 
an agent either in his own name or 
in the name of any party entitled 
to give notice, whether that party 
be his principal or not. 


This section relates to cases where 
the notice is not given personally 
by the holder or party who might 
be compelled to pay and look for 
reimbursement to the notified party, 
but is given by an agent on behalf 
of such holder or party. It provides 





THE NEGOTIABLE INSTRUMENTS LAW. 


the name in which notice may be 
given, which may be either 

1. Agent’s own name; or 

2. Principal’s name; or 

3. Name of any party entitled to 
give notice, though not agent’s own 
principal. 

Cases illustrating the sufficiency of 
notice given by an agent in the 
name of a party to the instrument, 
though not his own principal, are 
the following: 

Chapman v. Keane, 3 Ad.and E. 
193. A bill of exchange was in. 
dorsed by Ato B. B left it with 
A’s clerk, who presented it, and 
upon dishonor notified the drawer 
in the name of A. A took up the 
bill from B, and sued the drawer, 
who contended that the notice 
should have been in the name of B, 
the holder. Held, notice sufficient. 

Harrison v. Ruscoe, 15 M. and W. 
231. A indorsed a bill to B and B 
left it with C, who gave notice of 
dishonor to the drawer, but by mis- 
take and without authority, gave 
it in A’s name instead of B’s. In 
this case, B sued the drawer, and 
it was held (1) that notice by A 
would be good, provided he was 
liable to B and could look to the 
drawer for reimbursement; in other 
words, in the event his liability to 
B was not discharged by laches, 
or he would have had no right of 
action against the drawer if he had 
taken the bill up from B; and, (2) 
that notice by Cin A’s name, in- 
stead of B’s; whose agent he was, 
was sufficient because, though un- 
authorized, the drawer was not in- 
jured. 


Sec. 163. Effect of Notice Given 
on Behalf of Holder.—Where notice 
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is given by or on behalf of the 
holder, it enures for the benefit of 
all subsequent holders and all prior 
parties who have a right of recourse 
against the party to whom it is 
given. 

Sec. 164. Effect Where Notice is 
Given by Party Entitled Thereto.— 
Where notice is piven by or on _ behalf 
of a party entitled to give notice, it 
enures for the benefit of the holder 
and all parties subsequent to the 
party to whom notice is given. 


These two sections provide the rule 
as to who is benefited by a notice 
given by or on behalf of the holder,or 
by or on behalf of a party, other than 
the holder, entitled to give notice. 
Notice of dishonor should be given by 
the holder, to all prior parties whom 
he intends to look to for payment. 
But while this is best, for his own in- 
terest, it is, as seen, not absolutely 
necessary that the noticeshould come 
from him, for he is entitled to the bene- 
fit of notice given in due time by any 
party to the instrument who would 
be liable to him if he, the holder, had 
himself given him notice of dishonor. 
If the holder only notifies the last in- 
dorser, and he the next preceding, and 
he the next, and so on to the first,the 
latter will be liable to all the parties. 
Again, if the holder notifies all prior 
indorsers, but one of the intermediate 
indorsers fails to give notice to prior 
parties, nevertheless, when conipelled 
to take it up, the notice given the 
prior parties will enure to his beneit, 
although not given by him; and so 
also, if none of the intermedixute in- 
dorsers between the first indorser and 
the holder, who have received notice, 
themselves give notice of dishonor to 
prior parties, the notice given by the 
holder, will enure to their benefit. 
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Sec. 165. When Agent May Give 
Notice.—Where the instrument has 
been dishonored in the hands of an 
agent, he may either himself give no- 
tice to the parties liable thereon, or 
he may give notice to his principal. 
If he give notice to his principal, he 
must do so within the same timeas if 
he were the holder, and the principal 
upon receipt of such notice has him- 
self the same time for giving notice as 
if the agent had been an independent 
holder. 


Many negotiable instruments are 
transferred by the holder to agents 
for collection. When dishonored in 

the hands of the agent, this section, 
voicing the law merchant, leaves it 
optional with the agent to himself 
give notice of dishonor to the parties 
liable, or to give notice to his principal. 
In case the agent adopts the latter al- 
ternative, the same time is accorded 
to him to give his principal notice as 
if he, himself, were the holder, and the 
principal, upon receipt of such notice, 
has himself the same time for giving 
notice, as if the agent had been an 
independent holder. 

It is part of theduty of banks, which 
as agents, receive indorsed negotiable 
instruments for collection, to give no- 
tice of dishonorin theevent theinstru. 
ment is not paid or accepted. Some- 
times the bank will send notice, not 
only to its immediate principal, but 
also to the drawer and to all prior 
indorsers. Sometimes, it will make 
out notices for all these parties, and 
enclose them, in one envelope, with 
the notice to its principal, that the 
latter may be conveniently supplied 
with the means of transmitting no- 
tice. The authorities in the past have 
not been entirely uniform as to the 
measure of the bank’s duty in this re- 
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gard, but their weight has been to the 
effect that it is only necessary for a 
collecting bank to notify its immediate 
principal. Section 165, as we have 
seen, makes it optional with theagent 
either to notify all prior parties, or 
its principal only. 


Sec. 166. When Notice Sufficient.— 
A written notice need not be signed 
and an insufficient written notice 
may be supplemented and validated 
by verbal communication. A mis- 
description of the instrument does 
not vitiate the notice unless the 
party to whom the notice is given 
is in fact misled thereby. 


The notice of dishonor may be either 
written or verbal, and this section 
deals with certain points bearing on 
the sufficiency of the notice. Where 
the notice is written, the want of a 
signature, it is seen, will not affect its 
validity, providing, of course, it comes 
from the right party. 

Furthermore, where a written no- 
tice is, of itself, insufficient, it may be 
supplemented and validated by a ver- 
bal communication,and the sufficiency 
or insufficiency in such case is a ques- 
tion of fact. Finally, a misdescription 
of the instrument does not vitiate 
the notice unless the party to whom 
the notice is given is in fact misled 
thereby. Instances of misdescription 
where the party receiving notice 
has not been misled, are where the 
amount of a note has been misstated; 
the date misdescribed; a _ bill de- 
scribed as a note; bank at which 
payable wrongly stated; names of 
drawer and acceptor transposed; 
acceptor described by wrong name. 


(Continued in next number.) 
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THE METHOD OF PAYMENT BY VOUCHER. 


The custom in the business world is 
time honored and habitual for the 
merchant or manufacturer who sells 
goods, wares and merchandise,for the 
professional man or mechanic who 
performs work, labor and services, 
and in short for the entire business 
world who sell goods or render ser- 
vices to others, to render therefor 
what is termed a “bill” in which the 
various items of goods or services are 
specified. “John Smith to Peter 
Jones, Dr. To five tons of coal at $5.00 
perton,$25. Received payment, etc.” 
is a formula known to everybody 
which Jones, the creditor, mails or 
delivers to Smith, the debtor, with a 
request for payment expressed or im- 
plied; and when payment is made by 
Jones, the bill is delivered or mailed 
to, and is “‘receipted’’ by, Smith and 
then delivered or mailed back to Jones 
and filed away by the latter as his 
evidence or voucher that he has set- 
tled with Smith for the goods delivered 
or services rendered. In transactions 
of the present day, the large majority 
of the operations of rendition of a bill 
and payment therefor are conducted 
through the mail as a means of trans- 
mission and through the bank check 
as a method of payment, Jones mail- 
ing his bill to Smith and Smith mail- 
ing his check for the amount back to 
Jones, accompanied by the bill, which 
he requests the latter to receipt and 
return. The operation is completed 
when the bill, properly receipted, is 
mailed back to Smith and when Jones, 
depositing the check in his bank, re- 
ceives credit forits amount asso much 


cash, which check the bank undertakes 
the labor of collecting from the bank 
upon which Smith has drawn it. 

But now we reach a point of time 
when there is, especially in the large 
establishments which have numerous 
payments to make to various creditors 
who have rendered bills for goods or 
services, a desire for uniformity and 
improvement in the system of bill ren- 
dering and bill payment. Hence we 
findin the case of many large railroad, 
insurance, bank and other corpora- 
tions, the adoption of a uniform bill 
or statement of account for goods or 
services rendered to them, as debtors, 
by their various creditors, coupled 
with a certificate of approval, or 
audit, by certain officials whose duty 
it is to pass upon the correctness of 
the bill before payment; thatis to 
say, when bills are received from a 
multitude of creditors in all forms and 
sizes known to the stationers’ and 
printers’ art, the items are transcribed 
upon a uniform bill, or “voucher” as 
it is termed, of the debtor’s own make 
ing, having aform of receipt appended 
(or sometimes the original bill is 
pasted or attached to the adopted 
form), and after being audited, or ap- 
proved, by the proper official or offi- 
cials, this is mailed back to the cred- 
itor, accompanied by the debtor’s 
check or draft on bank for the amount, 
with the request that the receipt 
blank be signed and returned. The 
paying establishment, by adopting 
this method, gains the advantage of 
being able to file away, convenient for 
reference if needed, uniform bills or 
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vouchers, consecutively numbered, 
evidencing all its payments, in place 
of an awkward mass of receipted 
documents, on papers of various tex- 
tures and of innumerable shapes and 
sizes. 

But while uniformity is thus attain- 
ed, there is one matter that is still 
lacking in a complete system of vou- 
cher filing, namely, the lack of ability 
of the debtor to get all his vouchers 
or receipted bills back from the cred- 
itor to whom he has made payment, 
so that they can be filed and preserved. 
It not infrequently happens that the 
creditor, very zealous indeed in com- 
municating with his debtor concern- 
ing the payment of his bill, even to 
the extent of sending duplicates and 
triplicates of the original in case pay- 
ment is not promptly forthcoming, 
suddenly loses all this zeal at the mo- 
ment of time that he actually receives 
his debtor’s check in payment, and 
neglects or omits to send his receipted 
bill, or the voucher, back. Check in 
hand, he has now reached the goal of 
his ambition and the subsequent 
proceedings interest him no more. 
Then the debtor, if he has become 
educated up to acomplete and orderly 
system of voucher filing, is the one 
who is on the anxious seat over mis- 
sing vouchers, without which the con- 
tinuity of his file is broken, and he is 
put tono little trouble and incon- 
venience before he finally succeeds, if 
ever, in obtaining the missing docu- 
ments. 

To obviate this, and to insure a re- 
ceipted bill, or voucher, for every pay- 
ment, many railroad and manufact- 
uring corporations and some banks 
have adopteda method of paying 
bills by a combination of receipted 
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bill and check, or order for payment 
into one document, whereunder pay- 
ment is not made to the creditor, or 
his representatives, until the voucher, 
duly receipted, is first in the hands of 
the debtor or of his paying agent, the 
bank. ‘No receipt, no payment”’ is 
the motto adopted. It is the purpose 
of this article to illustrate briefly this 
method by reference to the forms now 
in use in certain banks, and then, in 
view of a recent decision wherein one 
of these voucher forms has been in- 
volved, to consider the legal aspect of 
the mistaken payment of such a docu- 
ment, upon the unauthorized or forged 
signature of the creditor, with refer- 
ence to the ability of the payor to ob- 
tain reimbursement of the money so 
mistakenly paid. 

On the opposite page we illustrate 
a form of voucher in use by the Me- 
chanics National Bank of St. Louis, 
in paying their bills. We have ob- 
tained from an official of this bank a 
statement ofits object and advantages 
as follows: “Our object in adopting 
this method of paying bills was to 
insure the obtaining of a uniform 
receipt for all items of expense, for 
the use of our examining committee, 
which makes a thorough examina- 
tion of the bank twice each year. 
We found that under the old system 
of sending a draft in payment of 
bills, we were often put to great in- 
convenience in obtaining receipts.” 

This voucher folds lengthwise and 
has upon it the following indorse- 
ment: 


VOUCHER NO 


PAYABLE AT 
THE MECHANICS’ BANK, 


LOUIS, MO. 


ST. 
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Analyzing this voucher we see it tor with direction as to signing; and 
embodies, first, the old form of bill lastly, the statement that “This 
by creditor to debtor; second, certi- voucher will be paid by the Mechan- 
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ficate of correctness by one official ics Bank when receipted in accord- 
and approval by another; third, form ance with directions printed below.” 
of receipt to be signed by the credi- This last statement makes the doc- 
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ument when properly signed by the 
creditor, practically, but not legally, 
equivalent to an accepted draft on 
the bank, or its cashier’s check, ap- 
proved for payment, for the amount; 
and the creditor by whom it is re- 
ceived and receipt signed, can deposit 
it in his own bank and receive credit 
therefor in his account, or have the 
bank collect it for him, just the same 
as if it was a cashier’s check. 
Another illustration, which we also 
present in fac simile, is the voucher in 
use by the Old National Bank of 
Grand Rapids, Michigan. This is 
somewhat different in form, but the 
same end is attained. It consists, 


first, of the regular cashier's check 
of the Old National Bank, and sec- 
ond, of a receipt, to be signed by the 
creditor, and the check contains the 
statement, ‘‘This check will not be 
paid if detached from receipt.’ 


Concerning this form an official of 
the bank writes as follows: 

“The blank form is one we drew 
up with considerable care and the 
advantages of it are numerous. In 
the first place it gives us a receipt 
in detail for the bill which may be 
itemized upon it, if desired, right 
upon the voucher itself, and identifies 
the bill with the payment. It makes 
a uniform voucher to file and it is 
of ready accessibility in case of veri- 
fication of account. Other banks in 
this city use a form somewhat sim- 
ilar.”’ 

The stub of this combined check 
and receipt is shown in opposite 
column. 

Having illustrated the forms of 
voucher designed to obtain a uniform 
receipt in hand before payment of the 
bill, we pass to an interesting legal 
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point which has recently arisen 
growing out of the mistaken pay- 
ment of one of these vouchers by a 
railroad company upon a forged or 
unauthorized creditor’s signature to 
a receipt. The voucher had upon it 





a receipt form in blank and a state- 
ment that “this voucher, when prop- 
erly signed, becomes a draft without 
exchange on” the railroad company. 
It was deposited by the signer of the 
receipt in a bank, which indorsed it 
to another bank, which latter in- 
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dorsed it to a third bank and, this 
third bank collected the amount from 
the railroad company on presenta- 
tion of the voucher to it. Of course 
this payment by the railroad com- 
pany was not a valid payment of 
the amount to its creditor, and its 
liability to the latter still continued. 
The question involved was what re- 
course the railroad company had, 
and upon whom, to get its money 
back. Had the old method of pay- 
ing by negotiable check been adopt- 
ed by the railroad company, the an- 
swer to this question would have 
been simple. The creditor’s signa- 
ture as payee having been forged, 
all subsequent indorsers of the check, 
namely, the three banks which in- 
dorsed the instrument and through 
whose hands it passed, would have 
been liable upon their respective in- 
dorsements, as warrantors of genu- 


ineness of the payee’s, or creditor’s, 
signature. 


But in this case, the court re- 
fused to apply the same rule. The 
railroad company had brought suit 
against the first bank, the one in 
which the forger had deposited and 
received credit for the voucher, to 
recover the money; but the court 
held that the voucher in question 
was not a draft in the sense that 
the term draft is used in commercial 
law, hence there was no liability 
created by the indorsement of that 
bank, nor was there any privity of 
contract between that bank and the 
railroad company, so that there was 
no theory of law upon which the 
railroad: company could base a re- 
covery from the bank against which 
it brought suit. The court said that 
the recourse of the railroad company, 
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‘if any, would seem to be upon the 
party who collected from it, without 
authority;” in other words, the third 
bank. The full decision in this case 
is reported elsewhere in this number 
of the Journal. 

We thus see the legal distinction, 
clearly brought out, between the 
voucher and the check as a medium of 
payment. The check is a negotiable 
instrument, and if the payee-creditor’s 
signature thereon is forged, the payor 
of the check has recourse upon all 
through whose hands it passes, by in- 
dorsement, for the money paid there- 
on. But the voucher, while it is the 
practical equivalent of an accepted 
draft, is not so legally; if a creditor’s 
signature thereto is forged, and it 
passes through several hands before 
final payment by the debtor thereon, 
there is no liability of all transferees 
to the payor, but only of the last one 
who has received the money thereon 
direct from the debtor, and this upon 
the theory that the collector has re- 
ceived money without consideration, 
paid under a mistake of fact, which in 
justice and equity he is bound to pay 
back, And this view, we believe, is 
true not only with reference to those 
forms of voucher which are similar to 
that first above set out (that of the 
Mechanics Bank) but also with refer- 
ence to the second form (that of the 
Old National Bank) for while the last 
named voucher is in the form of a ne- 
gotiable check with a receipt attached, 
still the statement or condition on the 
check that “this check will not be paid 
if detached from receipt’? makes the 
instrument non-negotiable, so that 
the rules of liability of indorsers as 
warrantors of genuineness of negoti- 
able paper do not apply. 
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OBJECT LESSONS IN CERTIFICATES OF DEPOSIT. 


The courts of the country are not 
uniform in their construction of the 
nature and effect of certificates of de- 
posit. Some hold that an ordinary 
certificate payable on return properly 
indorsed is in effect a promissory note 
payable on demand and that the 
holder can sue the bank on the instru- 
ment, the same as he could the maker 
of a demand note, without first mak- 
ing previous demand of payment. 
Other courts hold to the contrary, 
that a bank cannot be compelled to 
pay such a certificate until present- 
ment and demand of payment has 
first been made upon it. Somecourts 
hold the statute of limitations begins 
to run against such a certificate from 
its date and that it is outlawed if not 
paid within the statutory period; 
other courts hold that the statute 
does not begin to run until the time 
when payment has been actually de- 
manded. 

Various other questions concerning 
certificates of deposit have been de- 
cided by the courts. 

A certificate payablein current funds 
is held negotiable in some jurisdictions 
and non-negotiable in others; and 
many interesting questions have also 
been decided involving the con- 
struction of terms of particular 
certificates of deposit, questions in- 
volving liability of indorsers, ques- 
tions as to payment of interest and 
questions growing out of forgery of 
payee’s signature. 

In the following pages we present 
our readers with a statement of a 


few of the cases in which decisions 
have been made upon certificates of 
deposit. The statement is, of course, 
not exhaustive, but is merely intended 
to be illustrative of points decided in 
various jurisdictions, and as such it 
may afford a measure of instruction 
upon the subject. 


NON-NEGOTIABILITY OF AN ALABAMA 


BANK’S CERTIFICATE. 

Bankers frequently purchase, at full 
value, certificates of deposit issued by 
banks in other states, when in the 
ordinary form. The case of Renfro 
Brothers v. Merchants & Mechanics 
Bank, 83 Ala. 425, teaches that in 
one or more states there may be certain 
statutory tests of negotiability which 
might render the purchase an unsafe 
investment, without special inquiry 
into the law of that particular state. 
In the case named the following certi- 
ficate had been issued: 


$100. 
Renfro Brothers, Bankers, 
Opelika, Ala., August 6, 1884. 
T. E Ragland has deposited in 
this bank one hundred dollars payable 
to order of self on return of this certi- 
ficate properly indorsed. 


Renfro Brothers. 


The certificate in question was ne- 
gotiated by the payee and was pur- 
chased by the Merchants and Mechan- 
ics Bank. When the latter tried to 
collect from the makers they were 
met with the defense that the amount 
had already been paid to Ragland. 
If the certificate was negotiable under 
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the laws of Alabama, this defense 
would not hold good; otherwise it 
would. The case was taken to court 
and this is what was decided: 

The certificate was a promissory 
note but was not negotiable because 
it did not sufficiently name the place 
of payment. The code of Alabama 
provides: “Bills of exchange and 
promissory notes payable in money 
at a bank or private banking house, 
or ata certain place of payment 
therein designated, are governed by 
the commercial law.” Thiscertificate 
had a heading ‘‘Renfro Bros. Bankers, 
Opelika, Ala.” but the court said this 
was not sufficient as a designation of 
a place of payment under the statute. 
The certificate, it held, was not pay- 
able at a bank or private banking 
house or certain place of payment 
therein designated, in the meaning of 
the statute. It was, therefore,subject 
to the operation of section 2100 of 
the Code which provides: ‘All con- 
tracts in writing, except bills of ex- 
change, and promissory notes pay 
able in money ata bank or private 
banking house and paper issued to 
circulate as money, are subject to all 
payments, set-offs and discounts, had 
or possessed againss the same previous 
to notice of assignment or transfer.’’ 

The certificate in question was, 
therefore, subject to defenses by the 
issuing bankers against the payee and 
the bank which purchased it lost its 
money. 


CERTIFICATE ISSUED BY CASHIER TO HIM- 
SELF. 


All prudent purchasers of certificates 
of deposit should know that a certifi- 
cate issued by the cashier of a bank 
payable to himself, carries upon its 
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face notice that there may be 
something wrong and that such in. 
struments should be viewed with sus- 
picion and not made a basis of credit 
without full investigation of the issu- 
ing cashier’s authority. If legal de. 
cision is wanted to substantiate this, 
the case of Lee v. Smith, 84 Mo. 304, 
one of a number of cases to the 
same effect, will furnish the authority. 
In that case a bank cashier issued the 
following certificate to himself: 


MISSOURI VALLEY BANK. 


No. 1977 
Kansas City, Mo., Nov. 31, 1880. 
R, J. Alther has deposited in this 
bank One Thousand Dollars payable 
to the order of himself, four months, 
on return of this certificate properly 
indorsed, without interest. 
Robert J. Alther, 
Cashier Missouri Valley Bank. 


Alther indorsed this certificate over 
to one John Lee in settlement of a 
private debt. At the time the certifi- 
cate was issued Alther had no funds 
in the bank and his private account 
was overdrawn. Lee sued the bank 
on the certificate and contended that 
it having been issued by the proper 
officer and accepted by him, Lee, in 
the belief that the funds were on de- 
posit as certified, it should be held 
binding onthebank. But thisis what 
the court holds: That Alther inissu- 
ing the certificate to himself under- 
took to bind the bank in a method 
forbidden by law. Thecertificate was 
presumptively void upon its face, a 
fact which must have been apparent 
to Lee or to any one else inspecting 
it. Lee on accepting the certificate 
could not maintain that he was a 
bona fide holder without notice of the 
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cashier’s want of authority to bind 
the bank. No implied authority of 
the cashier could arise from the 
general course of business of the bank. 
Nothing short of a subsequent con- 
firmation of the certificate by the ofh- 
cers properly representing the bank 
could give it any force or validity 
whatever and in this case there was 
no such confirmation. 


GARNISHMENT OF ISSUING BANK, 


Sometimes banks which issue certi- 
ficates of deposit are garnished by 
creditors of the one to whom issued, 
in the hope that the fundsin the 
bank’s hands for the redemption of 
the certificate, may be secured to the 
creditor. As a general thing it may 
be said that funds, represented by 
negotiable securities, cannot be effect- 
ually seized by attachment or gar- 
nishment of the debtor upon such 


security, as the instrument is out in 


the commercial world conferring 
rights of enforcement upon some bona 
fide holder, free from equities. We 
will cite one recent case on this point, 
from Illinois, Auten v. Crahan, 81 
Ill. App. 502. 

The private banking firm of Auten 
& Auten issued the following certifi- 
cate: 


Princeville, Ill. Sept. 7, 1887. 
Jeremiah Slattery has deposited in 
this bank Five Hundred and Forty- 
eight and 41-100 Dollars, payable to 
his own order on return of this certi- 
ficate properly indorsed. 
Auten & Auten. 


Slattery still held the certificate on 
Sept. 11, 1897, four days after it had 
been issued, and on this last named 
date an attachment was sued out 
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against him by one Tim Crahan and 
Auten and Auten were served as 
garnishees. Shortly after this, Slat- 
tery indorsed the certificate over to 
another man for value and the latter 
cashed it at a bank in Brimfield, IIli- 
nois, from whence it went through 
several banks and upon being pre- 
sented to the issuing bank, was paid 
notwithstanding the garnishment. 

Crahan then sued the private 
bankers, Auten & Auten, and tried to 
hold them liable. The court held the 
bankers were justified in paying the 
certificate and could not be held. It 
decided, first, that the certificate 
was a negotiable instrument having 
like qualities as a negotiable promis- 
sory note payable on demand; 
second, that it was not due until de- 
mand made, or until a sufficient time 
had elapsed to raise the presumption 
the paper was past due, in view of 
the manner in which the business of 
the bank was ordinarily transacted; 
third, that under the provisions Ch. 
62 Par. 5 Starr & Curtis’ An. St. it 
was protected from the effect of the 
garnishment, even in the hands of 
the payee at the time of service or of 
the rendition of judgment. The 
court said: 

‘“‘No demand of payment had been 
made upon the issuing bankers and 
hence the instrument was not due. 
In view of the fact the attachment 
proceeding was commenced only four 
days after the certificate of deposit 
was issued, it cannot be said the lat- 
ter was dishonored or past due 
paper. Theindorsees took it for value 
not charged with notice and could 
certainly demand payment from the 
issuers and under such circumstances 
the latter were justified in paying it 
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and could not therefore be held liable 
in garnishment proceedings.”’ 


BOND OF INDEMNITY NOT ESSENTIAL FOR 
LOST NON-NEGOTIABLE CERTIFICATE. 
As a general thing, when a negoti- 

able certificate of deposit has been 

lost by the payee, bankers will not 
pay the money to him until he exe- 
cutes to them a satisfactory bond to 
indemnify the bank in case it should 
be compelled to pay the amount a 
second time to a bona fide holder of 
the instrument for value. But the 
same necessity for indemnity does not 
exist where the certificate is non-nego- 
tiable, for in this case there can be no 
bona fide holder to take greater rights 
than the one who has stolen it from 
the payee, or who has found it after 
loss by him; and so in this latter 
case the courts will generally refuse 
indemnity to a bank asa pre-requisite 
to compelling its payment of a lost 
certificate to the one to whom issued. 

An illustration is afforded by the 

case of Ringel v. Bank, 51 Ind. 393. 

The bank issued the following certifi- 

cate: 


NATIONAL STATE BANK. 


Lafayette, Ind. April 12, 1873. 
John Ringel has deposited in this 
bank Seventeen Hundred and Fifty 
Dollars, payable to the order of self, 
in current funds, on return of this 
certificate properly indorsed. 
B. Brockenbrough, Cashier. 
$1,750. 


This certificate was stolen from 
Ringel and the bank refused to pay 
him without his executing a bond of 
indemnity. He then sued the bank 
and the court compelled the institu- 
tion to pay it without indemnity. It 
held that the instrument was the 
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promissory note of the bank and as. 
signable by virtue of the Indiana 
statute; but it was not negotiable as 
an inland bill of exchange because it 
was not payable in money, but in 
current funds. Not being negotiable 
as an inland bill of exchange the 
payee, it held, had a right to recover 
the money without giving a bond to 
indemnify the bank against a claim 
which might be set up by some other 
person. 

It is to be observed that in some 
states an instrument payable in cur- 
rent funds is held negotiable. There 
is aconflict of authority on this 
point. In states where such an in- 
strument is negotiable, a bond of in- 
demnity will doubtless be required as 
a pre requisite to payment, where the 
certificate has been lost. The point 
to which we cite this decision is that 
where acertificate is not negotiable 
no indemnity is required asa pre-re- 
quisite to payment. 


PAYMENT OF CERTIFICATE ON FORGERY OF 
PAYEE’S NAME 


It is a long-established rule that a 
bank is bound to know the signatures 
of its depositors, and in many cases 
where a bank has paid checks upon a 
forgery of a depositor’s signature the 
bank has been precluded from recov- 
ering the money from the one to 
whom paid. Whether the same rule 
applies where the forgery is of the 
payee’s indorsement upon the bank’s 
certificate of deposit has not been so 
clearly established, because there is a 
dearth of cases upon this particular 
point. 

In an old Maryland case, the Mer- 
chants Bank v. Marine Bank, 3 
Gill, 96, a bank was allowed to re- 
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cover a payment so made, but the 
principle of responsibility for know- 
ledge of its depositor’s signature was 
not discussed by the court at all, the 
decision being based upon the theory 
that the bank which received pay- 
ment of thecertificate was not a bona 
fide holder. 

But a case which has been decided 
in Missouri, and the only one of the 
kind we know of (Stout v. Benoist, 
39 Mo. 277), directly holds this prin- 
ciple of liability for mistaking a de- 
positor’s signature as payee of a cer- 
tificate of deposit. The following cer- 
tificate was involved in that case: 


St. Louis, Mo., Jan. 23, 1860. 


William Morin has deposited in this 
bank three hundred dollars payable 
to the order of himself on return of 
this certificate properly indorsed. 


$300. Benjamin F. Stout. 

On June 4, 1860, when in St. Jo 
seph, Mo., the certificate was stolen 
from Morin, and on June 5th a stran- 
ger entered the office of the Buchanan 
Life & General Insurance Company 
with the certificate, which had a 
forgery of Morin’s indorsement upon 
it, and representing himself as Morin, 
asked to have it cashed. The com- 
pany refused to cash it, but accepted 
it for collection and forwarded it to 
Benoist at St. Louis, who indorsed 
and collected the certificate from 
Stout. Stout sued Benoist to recover 
the money, but the court denied re- 
covery, holding that a banker is bound 
to know the signature of his depos- 
itor, and if he pays on a forgery he 
cannot recover the money back from 
one who has not the same means of 
knowledge. 
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DEMAND OF PAYMENT BEFORE SUIT, 


As we have said, there is a conflict 
of authority upon the proposition 
whether a certificate of deposit in the 
ordinary form must be presented at 
the bank’s counter and demand of 
payment made as a pre-requisite of 
bringing suit against the bank there. 
on in the event payment is refused. 
We cite two opposing authorities 
from different states as illustrative. 

In Beardsley v. Weber, 104 Mich. 
88, the following certificate was in- 
volved: 


Bank of Weber & Chapin, | 
Stanton, Mich., Oct. 26, 1892. { 
G. F. Beardsley has deposited in 
this bank eight thousand dollars pay- 
able to the order of himself on return 
of this certificate properly indorsed. 
Interest at 6 per cent. if left twelve 
months for all full months. Interest 
to cease if not renewed at end of 


one year from date. 
$8,000. Weber & Chapin. 


Beardsley sued the bank on the cer- 
tificate, and the bank contended it 
was not liable because of non-present- 
ment before suit. But the court held 
that a certificate of deposit isa prom- 
issory note payable on demand. No 
demand is necessary on a demand 
note as against the maker. The in- 
stitution of suit is a sufficient de- 
mand; and this rule was applied to 
the certificate in question. 

To the contrary is the case of Hill- 
singer v. Georgia Railroad Bank, 16 
B. L. J. 566. In that case Arnt An- 
derson deposited $40 in the Georgia 
Railroad Bank and received the fol- 
lowing certificate: 


Georgia Railroad Bank, / 
Augusta, Ga., April 19, 1898. | 
Arnt Anderson has deposited in this 
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bank forty dollars payable to order 
of himself on return of this certificate 
properly indorsed. Not subject to 
draft. C. D. Goodrich, Cashier. 


Anderson indorsed this certificate 
over to M. Hillsinger, who brought 
an action against the bank upon it 
without first presenting the certificate 
to the bank for payment. 

In this case the court held that the 
words “on return of this certificate 
properly indorsed ’’ mean that the in- 
strument is not to be considered due 
until, in compliance with its terms, 
the paper is actually returned and 
payment requested over the bank’s 
counter; and it therefore gave judg- 
ment for the bank. 


PAYMENT OF CERTIFICATE ISSUED ON DE- 
POSIT BY A GUARDIAN. 


It is, in many cases, easier for 
guardians, trustees, and other fidu- 
ciaries to put money in bank than it 
is for them to take it out again. That 
is to say. there may be an authority 
existing under which they areempow- 
ered to do the first, but a lack of au- 
thority to do the last. The case of 
Walker v. State Trust Company, 16 
B. L. J. 338, will serve as an illustra- 
tion. In that case the State Trust 
Company issued the following certifi- 
cate of deposit: 


The State Trust Company. 

This certifies that the State Trust 
Company, New York, has this fif- 
teenth day of November, 1890, re- 
ceived from Lulu E. Semcken, an in- 
fant, the sum of eight hundred and 
thirteen 65-100 dollars of current 
funds, upon which the said company 
will allow interest at the annual rate 
of 3 per cent. from this date, and on 
five days’ notice will repay the like 


amount in current funds, with the in. 
terest, to the said Lulu E. Semcken, 
or her assigns, on return of this cer- 
tificate, which is assignable only on 
the books of this company. The right 
is reserved by the company, upon 
giving five days’ notice, to reduce the 
rate or discontinue the payment of 
interest on this certificate, or pay off 
the principal. Such notice to be 
served personally, or through the 
post-office, directed to the address 
named on the books of the company. 
Willis S. Paine, President. 
John Q. Adams, Secretary. 


One Martin R. Winchell, as special 
guardian of the infant, Lulu E. Seme- 
ken, had been directed by the court to 
deposit $813.65 in the State Trust 
Company to the credit of the infant. 
This he did, receiving the certificate 
of .deposit above set out, and he 
wrote in the signature book ‘‘ Martin 
R. Winchell, special guardian of Lulu 
E. Semcken. Address, 68 William 
street, New York.”’ 

Six months later Winchell returned 
the certificate to the trust company 
and said it should have been made 
out to him as special guardian. The 
company assented, accepted the sur- 
render of the old certificate and issued 
a new one to Winchell in the form 
asked for. Winchell thereafter drew 
out all the funds represented by the 
certificate and appropriated them to 
his own use. Up to this time the 
trust company had received no copy 
of the order of court under which the 
money was directed to be deposited. 
This directed the deposit to be made 
to the credit of the infant and did not 
permit the guardian to draw upon it 
without special order of court. 

Upon suit by the infant (Lulu E. 
Walker) the trust company was 
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held obliged to pay the money over 
again to her. The court held that, 
irrespective of whether the company 
was put on inquiry as to the extent 
of the guardian’s powers, it is a gen- 
eral rule of law that an agent author- 
ized to deposit in a bank has no im- 
plied authority to draw on the ac- 
count; hence the subsequent surren- 
der of the certificate in this case, issue 
of the new certificate, and payment 
thereof, were without authority, ren- 
dering the trust company liable to the 
infant for the amount. 

The lesson for bankers, generally, 
to draw from this decision would 
seem to be that whenever a deposit is 
made by one apparently as agent of 
another, it may be unsafe to pay out 
the money to the agent without in- 
quiring as to the real ownership and 
whether the agent has authority to 
draw out the fund; especially so 


where the depositor, from the appar- 
ent capacity from which he acts, may 
probably be making the deposit un- 
der some order of court controlling 
his acts and specially defining and 
limiting his powers. 


HOW LONG INTEREST RUNS, 


In the framing of certificates of de- 
posit payable a certain number of 
days or months after date with in- 
terest at a specified rate, bankers 
should be careful to so frame the lan- 
guage of the certilicate that their lia- 
bility for interest will cease at the 
end of the specified period; else they 
may find themselves liable to pay the 
stipulated rate of interest on the 
amount, not only from date to matu- 
rity, but for such period of time 
thereafter as the holder may refrain 
from presenting the certificate at the 
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bank, even though this may be for a 
long period of years. To illustrate: 

The banking house of Clark & Bros. 
of St. Louis issued to L. P. Payne 
the following certificate: 


Banking House of 

E. W. Clark & Bros., » 

St. Louis, Mo., Feb. 26, 1851. ) 
L. P. Payne has deposited in this 
office one thousand and fourteen dol- 
lars payable to the order of himself 
on return of this certificate sixty days 
after date, with interest at the rate 

of 6 per cent. per annum. 
$1,114. E. W. Clark & Bros. 


Payne did not present this certifi- 
cate at the end of sixty days, but 
held it for several months longer, and 
then, upon presentment, demanded 
the amount with 6 per cent. interest 
from date until the time of demand. 
The bankers refused to pay him in- 
terest except for sixty days only. A 
law suit resulted (Payne v. Clark, 23 
Mo., 259), and the court held that 
the certificate bore interest at the 
same rate after maturity as before, 
under the Missouri statute, which 
says that creditors shall be allowed 
to receive interest for all moneys 
after they become due on any instru- 
ment in writing. The court said: 

‘*‘ Persons not initiated in the mys- 
teries of banking would take it for 
certain that such certificates would 
carry interest without interruption 
until they were paid, and in their 
simplicity would naturally suppose 
that the longer they were suffered to 
run the more the bankers would be 
benefitted. If bankers wish to ob- 
tain the advantage sought in this 
case there is no hardship in requiring 
them to express their contracts in 
such terms as will not mislead.’ 
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Twenty-one years later, when a 
similar’case arose in Missouri (Cor- 
dell v. First National Bank of Kansas 
City, 64 Mo. 600), the following was 
the decision rendered: Where a certifi- 
cate of deposit by its terms matures 
six months after date and is to bear6 
per cent. interest from date, it will 
continue to bear the same rate of in- 
terest until paid. And where a bank 
brings up a plain case like this, the 
judgment will be affirmed with 10 
per cent. damages. 

A few years ago in New Mexico a 
bank made the same mistake in sup- 
posing that a certificate payable six 
months after date with interest, only 
carried interest for the six months. 
The Bank of Commerce of Albu- 
querque issued the following certifi- 
cate: 


The Bank of Commerce, j 


Albuquerque, N. M., Dec. 13, 1890. | 


Certificate for $5,000. No. 1,022. 

This certifies that Dr. G. W. Harri- 
son has deposited in this bank five 
thousand 00100 dollars, which is 
payable on the return of this certifi- 
cate, properly indorsed, six months 
after date, with interest at the rate 
of 6 per centum per annum. 

W. S. Strickland, Cashier. 


The man whodeposited this money, 
Dr. Harrison, did not present the cer- 
tificate six months after its date, but 
held it for over nine years, until April 
19, 1900, when he presented it and 
demanded $5,000 with interest for 
the entire period. The bank tendered 
him the amount and interest for six 
months—$5,150 only. This Harrison 
refused and sued the bank. The court 
has just given him judgment for the 
amount and interest for the entire 
period of nine and one-half years. 
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The full decision in this case is re- 
ported in this number of the Journal. 
The points decided are that the cer- 
tificate was not due until demanded, 
and the statute of limitations did not 
begin to run against it until that 
time; and that thecertificate must be 
construed as a contract by the bank 
to pay interest, not only for the six 
months, but so long as the money is 
held on deposit by the bank. If the 
bank wanted to stop the running of 
interest, or reduce the rate, it was 
within its power, thecourt says, after 
the expiration of the time limit of six 
months, to call in the certificate, or 
reduce the rate of interest agreed on, 
by proper notice to the certificate 
holder. 

Illustrations of clauses in certificates 
designed to stop the running of in- 
terest after a certain period may be 
seen in a number of the forms of cer- 
tificates published in this article. For 
example: ‘‘ Interest to cease if not re- 
newed at the end of one year from 
date”’ (Weber & Chapin certificate) ; 
‘‘No interest after due’’ (First Nat. 
Bank, Helena, Mont., certificate) ; 
‘No interest after maturity ’ (Bank 
of Zumbrota certificate). 

THE OUTLAWING OF CERTIFICATES OIF 
DEPOSIT, 


We have heretofore cited cases to 
the effect (1) that a certificate of de- 
posit is not due until demanded, and 
that no actioncan be brought against 
the bank on a certificate without a 
previous demand; and, to the con- 
trary, (2) that no demand is neces- 
sary to mature and base a right of 
action against a bank upon a certifi- 
cate of deposit, but that the bank can 
be sued on the instrument without 
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a previous demand of payment. 
In a Minnesota case (Mitchell v. 
Easton, 37 Minn. 335) this last stated 
view is adopted with reference to a 
certificate payable ‘‘on return prop- 
erly indorsed,’”’ and the further point 
is decided that the statute of limita- 
tions begins to run from date, and 
not from the time of actual demand, 
as is held in some of the other states; 
hence such a certificate is outlawed 
and the bank relieved from payment 
after the statutory period. The cer- 
tificate in this case was as follows: 


Mower County Bank, / 
Austin, Minn., March 29, 1876. \ 
L. S. Mitchell has deposited in this 
bank seven hundred and fifty dollars 
payable to order of himself in current 
bank notes on return of this certifi- 
cate properly indorsed, with interest 
at the rate of 10 per centum per an- 
num. Smith, Wilkins & Easton. 


Mitchell did not demand payment 
of this certificate until more than six 
years after its date and then brought 
action against the bank thereon, 
which pleaded the statute of limita- 
tions. The court held that the certi- 
ficate was in legal effect a promissory 
note payable on demand and its char- 
acter as such was not qualified by the 
provision making it payable on re- 
turn of the certificate. Such demand 
certificates, it held, fall within the 
sixty day limitation fixed by Minne- 
sota statute as to presentment and 
dishonor and there is no reason why 
any distinction should be made as to 
the necessity of a previous demand 
between them and other negotiable 
Securities. It is better,the court said, 
that the rule be understood to be uni- 
form as to all such securities that 
when payable on demand, unless upon 
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their face containing a stipulation 
showing a different intention, whether 
with or without interest, they are to 
be treated as due immediately and 
that an action against the maker is 
barred by the statute of limitations 
unless brought within six years from 
day of the date thereof. 

The certificate in question was, 
therefore, held outlawed and the bank 
was not compelled to pay its amount 
to the payee. 
LIABILITY OF INDORSERS ON CERTIFI- 
CATES OF DEPOSIT, 


Sometimes questions arise involv- 
ing the liability of indorsers on cer- 
tificates of deposit, especially where 
the issuing bank has failed and the 
holder is compelled to look to the 
indorser for recourse. Generally 
speaking, of course, the liability of 
an indorser on a negotiable certifi- 
cate is the same as upon any other 
negotiable instrument, conditioned 
upon due presentment and notice of 
dishonor. We cite one or two cases 
as illustrative. In Towle v. Starz, 
14 B. L. J. 141, the liability of an 
indorser on the following certificate 
was involved: 


THE BANK OF ZUMBROTA, 


Zumbrota, Minn., July 27, 1893. 
J. J. Starz has deposited in this 
bank Two Thousand Dollars pay- 
able to order of himself on return 
of this certificate properly indorsed 
with interest at four per cent. To 
be left six months. No interest after 

maturity. Not subject to check. 
E. B. Canfield, Cashier. 


Starz indorsed this certificate to 
Towle who presented it to the bank 
for payment, January 31, 1894. 
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Payment was refused, notice of dis- 
honor was thereupon given to Starz 
on the same day, and Towle then 
brought suit against him as indorser 
to compel payment. The court held 
that the indorser was discharged, as 
demand should have been made on 
January 30, instead of January 31, 
1894. Theinstrument was a “time’’ 
not a “demand” certificate. The 
provision that the money was “to 
be left six months’, emphasized by 
the word “maturity” and the subse- 
quent provision which reiers to the 
expiration of six months, clearly 
means that the certificate was not 
payable until the expiration of that 
time. It must, therefore, be construed 
as if it read payable “six months 
after date.”” Payment was demand- 
able at the expiration of six months 
and as_ between the holder and in- 
dorser the certificate matured on 


January 30. Demand on January 
31 was one day too late, hence the 
indorser was discharged. 

In Citizens Bank of Los Angeles 
v. Jones, 15 B. L. J. 453 an indor- 
ser’s liability on the following certi- 
ficate was involved: 


No, 5927 (Not subject to check) 
FIRST NATIONAL BANK, 


Helena, Mont., Oct. 19, 1895. 

G. M. Jones has deposited in this 
bank One Thousand Dollars payable 
to the order of himself, on return of 
this certificate, twelve months after 
date, with interest at the rate of 
six per cent. per annum for the time 
specified only. Payable in six mo. 
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if desired with interest at six per 
cent. No interest after due. 
$1,000 
Geo. F. Cooper, Cashier. 


The payee, Jones, negotiated this 
certificate tothe Citizens Bank of 
Los Angeles about five months after 
it was issued and the latter demanded 
payment one year after its date, 
October 19, 1896, and on refusal, 
Jones was notified of dishonor and 
then sued asindorser. Heendeavored 
to escape liability by twocontentions 
(1) that the certificate was by its 
terms due at the end of six months 
and should have then been presented; 
(2) that there was a verbal agreement 
between him and the Citizens Bank 
that the latter should present it at 
the end of six months. The court de- 
cided against the indorser on both 
contentions and held him liable. It 
held the certificate did not by its 
terms mature until October 19, 1896, 
one year after date, and the stipula- 
tion that it was to be paid at the end 
of six months “if desired” was an 
option solely for the benefit of the 
payee, to be availed of at its election, 
and the instrument being negotiable, 
this option passed tothe indorsee. 
It was further held that the alleged 
verbal agreement could not be shown; 
that the contract between the indor- 
ser and indorsee of a negotiable in- 
strument is a written one and can- 
not be varied or changed by parol 
evidence of a verbal promise or 
agreement made at the time of in- 
dorsement. 
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THE INDUSTRIAL METR 
BY EDWAR 


ITTSBURGH is the pivotal 

point of American thrift 

and enterprise. It is the 

| nation’s greatest workshop 

and ‘its people are tireless workers 
all. Its industries are backed by 
more capital, comprehend greater 
wealth in their control, and yield a 
more valuable output than those of 
any other city in the world. It pro- 
duces one-half the iron and steel 
and glass manufactured in the United 
States, virtually supplying the world 
with these essential elements of the 
useful arts. Within a radius of a 
few miles from its center there are 
nearly 4,000 manufacturing estab- 
lishments, employing more than 300,- 
000 men fully 300 days in the year 
and producing commodities which 
are a universal necessity. These 
homes of handicraft are operated 
with capital aggregating nearly 
$3,000,000,000, and annually produce 
staples of the approximate value of 
$2,000,000,000, giving the city a 
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commercial and financial supremacy 
which challenges the world. 

A commerce founded by such a 
people and backed by suchconditions 
must of necessity be eternal. There 
is naught but progress in store for 
Pittsburgh. A backward step can- 
not be taken. The economy of its 
situation as to production and dis- 
tribution, the permanency of the im- 
mense plants located within the dis- 
trict, the vast accumulations of 
wealth and the keen commercial 
sense which fathered them, together 
with the sturdy thrift of the people 
as a whole, make a correlation of 
interests and a conservation of forces 
which are irresistible in the world’s 
advancement. 

No better index to the city’s great- 
ness from a commercial standpoint 
could be desired than is furnished in 
the figures giving the volume of its 
tonnage as compared with that of 
other cities. The freight handled here 
in one year (1900), exclusive of that 
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in transit, reached the enormous 
total of 65,868,631 tons, which was 
inexcess of any other city or port in 
the world, and greater than New 
York, Chicago and Boston combined. 
According to one authority, the ton- 
nage of a single Pittsburgh firm for 
that year amounted to more than 
the combined cotton product of the 
Southern states. This enormous ton. 
nage is of course due to the heavy 
product of the iron and steel indus- 
tries, but its magnitude is none the less 
impressive on that account. It shows 
the vast volume of trade that is 
handled within the Pittsburgh Dis- 
trict, and, distinctly emphasizes the 
importance of the great commercial 
empire which has been established 
here. 


PITTSBURGH LEADS THE 
WORLD 


in the production of prime necessities. 
For instance: 

The coal territory of the Pittsburgh 
District covers 14,000 square miles, 
2,000 square miles more than the 
total of the coal territory of all of 
Great Britain. It produces fully one- 
half the coal output of the United 
States and more than one-eighth of 
the world’s entire production. 

Allegheny County produces one- 
fourth of the total production of pig 
iron of the United States. Also, 

Over 34 per cent. of the total pro- 
duction of Bessemer steel ingots and 
castings. 

Almost 50 per cent. of the total 
production of open-hearth steel ingots 
and castings. 

Over 57 per cent. of the total pro- 
duction of crucible steel. 

Over 26 per cent. of the total pro- 


LAW JOURNAL. 


duction of Bessemer steel rails. 

Over 64 per cent. of the total pro- 
duction of structural shapes. 

One-half the glass manufactured in 
the United States is produced in 
Pennsylvania and handled from the 
central offices in Pittsburgh. More 
than 40 per cent of the total pro. 
duction in the United States is cred- 
ited to Pittsburgh. 

Pittsburg leads all other cities in 
the manufacture of white lead. 

In the output of manufactured cop- 
per, Pittsburgh leads the country. 

The city has the largest pickling 
and preserving works in the world, 
using the product of 17,000 acres of 
land. 

Pittsburgh also excels in the manu- 
facture of boilers and engines, coal 
drilling machines, drop forgings, rail- 
road supplies, stoves, paints and var- 
nishes, brick and tile, terra cotta, 
cork and copper. 

The city has a Chamber of Com- 
merce which for activity and influence 
in the advancement of the city’s in- 
terests is a peerless body among the 
organizations of American business 
men. 


BANKING IN PITTSBURGH. 


Co-ordinately with the marvelous 
commercial and industrial develop- 
ment of Pittsburgh must be placed the 
wonderful progress of its financial in- 
stitutions. They have been part and 
parcel of the city’s growth. They 
have furnished the sinews of war, and 
are sharing the glories of triumph 
and victory. Notwithstanding the 
fact that there are more banks and 
trust companies in proportion to pop- 
ulation in Pittsburgh than in any 
other city in the United States, they 
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all appear to be in a most flourish- 
ing candition, and some of them rank 
with leading institutions of the na- 
tion in volume of resources and earn- 
ing capacity. In 1890 there were 47 
banks and 2 trust companies in the 
city, with resources aggregating $97,- 
000,000 In 1901 there are 55 hanks 
and 17 trust companies, with resour- 
ces reaching the colossal total of 
$300,000,000, placing the city fifth 
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in the capital and surplus of some 
of the leading banks and trust com- 
panies of Pittsburgh, upwards of 
$20,000,000 having in that time 
been added to their capitalized power. 
The combined capital and surplus of 
the organized institutions of the city 
now reach a total of over $70,000,- 
000, placing it among the leading 
financial centres of the world. 

The Pittsburgh Clearing House, 





COAL FLEET ON THE 
in rank in the United States and ahead 
of Baltimore, St. Louis, Cleveland and 
Buffalo. The figures above given do 
not include the heavy private bank- 
ing interests of the city, several of 
which are equipped with resources 
equal to those of some of the organ- 
ized banks, and at least one has re- 
sources of practically an unlimited 
amount. 

Within the past few months there 


has been a ‘marvellous increase made 


MONONGAHELA RIVER. 


which is under the management of 
Mr. W. W. McCandless, was organized 
February 6, 1866, and its first year’s 
clearings amounted to $83,731,242. 
Since then the volume has increased 


as follows: j 
1866 ; $ 
1870 m 

1875 

1880 

1885 

1890 

1895 

1900. ‘ 
1901 (10 months) 


3,731,242 
178,409,905 
233,160,448 
297,804,747 
356,171,592 
786,694,231 
746,110,263 

615,641,592 
1,713,321,041 
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The largest month’s businessin the 
first year was $9,968,904, while the 
largest month of 1901 was April, 
when the total reached $205,853,- 
442. The largest day’s business in 
the history of the association was 
April 2, 1901, when the clearings 
amounted to $11,803,572, a sum 
considerably in excess of the largest 
month of the first year. Even these 
enormous amounts do not begin 
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& Sons, established in 1822; the 
Farmers Deposit National Bank, or- 
ganized in 1832; the Merchants and 
Manufacturers National Bank, in- 
corporated in 1833; and the Ex- 


change National Bank, organized in 
1836. The First National Bank was 
originally the Pittsburgh Trust and 
Savings Company and was incorpor- 
ated in 1852. The Dollar Savings 


Bank began business in 1855 and 
the Iron City National and the Alle- 


SCHENLEY PARK AND CARNEGIE LIBRARY. 


to indicate the volume of money 
handled in the City of Pittsburgh 
each year. The pay-roll checks alone 
that are cashed in the course of a 
year would swell the total to more 
than $125,000,000, besides the vast 
sums in other channels which never 
pass the clearing-house counter. 

The oldest banking houses in the 
city are the Bank of Pittsburgh Na- 
tional Banking Association, organ- 
ized in 1810; the firm of N. Holmes 


gheny National Bank were organized 
in 1857. Two other banks were or- 
ganized prior to 1860 -the Second 
National and the Union National. 
The following banks were organized 
from 1860 to 1870: Fourth Nation- 
al, Real Estate Savings, Pittsburgh 
Bank for Savings, People’s National, 
People’s Savings, Pittsburgh Nat’l 
Bank of Commerce, Third National, 
Tradesmen’s National, First National 
of Birmingham, Mechanics’ National, 
Citizens’ National, Safe Deposit and 
Trust Co., and City Savings. 
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THE SECOND NATIONAL BANK. 


The annals of American finance 
show few instances of more success- 
ful banking than is seen in the 


JAMES H. WILLOCK, 
President Second National Bank. 


growth and development of the 
Second National Bank, and no other 
financial institution in Pittsburgh 
has been more closely identified with 
the commercial advancement of the 
city. When it received its charter in 
1864, the inhabitants of Pittsburgh 
numbered scarcely more than 60,000 
people, and the volume of business 
was proportionately small. To-day 
there are more than 1,000,000 in 
Allegheny county, while the City of 
Pittsburgh alone has a population 
of 325,000, is the fifth city in the 
the Union in a commercial sense, and 
s the greatest industrial centre in 
the world. In that period ofa third 


of a century the Second National has 
advanced from a modest beginning to 
the second largest bank in the city, 
and to a place among the great in- 
stitutions of the nation. Its progress 
is seen in the following comparative 
statement: 


Surplus & 
Year. Profits. 
1875 
1880 
1885 
1890 
1895 


19oI 


Deposits. Assets, 
$67,112 
90,329 
133,051 
284,468 
- 492,762 
2,895,560 


$231,621 
621,540 
902,415 
2,496,452 
4,287,165 
11,434,106 


$920,408 
1,282,592 
1,602,844 
3,128,108 
5.348.957 
15,232,039 


On the 1st of November, 1901, 3,- 
000 shares of stock were issued and 
sold at $700 per share. From the 
sum thus realized the capital was 
increased from $300,000 to $600,000 
and $1,800,000 was added to the 
surplus, swelling that fund to $2,- 
500,000. The addition of the undi- 
vided profits of $395,000, gives the 
bank an available capital of three and 
a half millions of dollars, a financial 
equipment which makes it one of the 
strongest institutions in the country. 
In thus amplifying its security in 
proportion to the increased risk of 
its patrons, the Second National has 
adopted one of the most commend- 
able methods of modern banking. In 
fact it has ever been the policy of the 
management to zealously care for its 
surplus, increasing it from the earn- 
ings as scrupulously as the paying 
of dividends. That can be readily 
seen by a glance at the subjoined 
table. It will further be seen that 
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there is not a break in the upward bank’s growth is found in the rapid 
tendency of a single column of fig- rise of its bank deposits. Although 
ures. Even the years of panic and it has always been a popular depos- 
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THE SECOND NATIONAL BANK BUILDING. 


depression had no effect on their itory for out-of-town banks, its ac- 
constant rise. counts from that source grew from 
A most interesting feature of the $2,299,601 in 1895, to $6,443,862 in 
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1901, the latter amount being consid- 
erably in excess of the figures shown 
by any other two banks in the city. 
The showing very clearly emphasizes 
the growing importance of Pitts- 
burgh as a financial centre. 


GEORGE B,. BARRETT, 
Vice-Pres. Second National Bank. 


A condensed statement made by the 
bank on November 1 makes the fol- 
lowing excellent showing: 


ASSETS. 
Loans and discounts’ - 
Investments and securities 
United States bonds - 
Premiums - - 
Banking House - 
Real estate - 
U.S. Treasurer. - 
Due from other banks 
Cash - - - 


$ 6,341,160 70 
3,953,060 68 
940,000 00 
107,900 00 
280,000 00 
71,078 26 
25,500 00 
1,997,333 02 
1,530,606 50 


$15,232,639 16 


LIABILITIES. 
Capital - - $ 
Surplus - - 
Undivided profits 
Circulation - - 
Dividends unpaid - 
Deposits - - 


600,000 00 
2,500,000 00 
395.560 99 
300,000 00 
2,972 00 
11,434,106 17 


$15,232,639 16 
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Mr. James H. Willock, the President, 
is anative of the city of Allegheny and 
a graduate of the Penrsylvania Mili- 
tary College at Chester. He began 
his banking career in the Second Na. 
tional Bank in May, 1871, at the age 
of seventeen years. Two years later 
he was elected Cashier, and held the 
position for fifteen years, or until 
October, 1888, when he was elected 
President. No higher praise could be 
given his administration than is 
manifested in the solid, substantial 
growth of the bank. Its success and 
the high state of efficiency of its 
working force speak in stronger 
terms than would a whole volume 
of mere abstract laudation. Mr. 
Willock’s interest in banking is not 
confined to his own institution. He 
has for many years been an aggress- 
ive worker in the American Bankers’ 
Association, and has thrice been 
elected a member of its Executive 
Council. He was a potent factor in 
the formation of the Pennsylvania 
Bankers’ Association, and was a 
member of the Committee on Organ- 
ization of that body in 1895. In 
1900 he was elected President of the 
Association. He was the author of 
the famous declaration in favor of 
maintaining the gold _ standard 
adopted by the Executive Council of 
the American Bankers’ Association 
in New York in 1895, and he framed 
the resolution on currency reform 
adopted by the Pennsylvania Bank- 
ers’ Association. In addition to his 
banking connections Mr. Willock has 
extensive interests elsewhere, being 
an officer or director in several of 
the largest ccrporations in Western 
Pennsylvania. 

Mr. George B. Barrett, the Vice- 
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President, is the senior member of the 
wholesale jewelry firm of George B. 
Barrett & Co., and is one of Pitts- 
burgh’s leading and most enterprising 
business men. He takes an active in- 
terest in the affairs of the bank, and 
is an able co-worker and counsel in 
its executive department. 

Mr. Thomas W. Welsh, the Cashier, 
became connected with the bank in 
1876, and was elected to the position 
of Cashier in 1888. He is widely 


THOMAS W. WELSH, 
Cashier Second National Bank. 
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and favorably known for his all- 
around efficiency. 

Mr. James M. Young, the Assistant 
Cashier, entered the bank in 1885, 
and was promoted to his present 
position in 1888. 

Mr. Frank E. Bowman, the gener- 
al bookkeeper, began his service with 
the bank in 1889, and Mr. D. J. 
Richardson, the individual bookkeep- 
er, entered the institution in 1880. 

The Board of Directors is composed 
of one of the strongest elements of 
business and capital in the Pittsburgh 
District, as will be seen by the follow- 
ing list: 

George B. Barrett, of George B. Bar- 
rett & Company, Wholesale Jewelers; 
William Curry, of Curry & Metz- 
gar, Wholesale Grocers; Thomas D. 
Chantler, of Chantler, McGill & 
Cunningham, Attorneys; George H. 
Dauler, of Dauler, Close & Johns, 
Furniture; Robert D. Elwood, of 
Robert D. Elwood & Co., Grain Deal- 
ers; William McConway, of McCon- 
way & Turley Co.; William M. Ken- 
nedy, of Pennsylvania Trust Co.; 
John G. Stephenson, of Arbuthnet- 
Stephenson Co., Wholesale Dry Goods ; 
James H. Willock, President. 


THE KEYSTONE BANK. 


The strongest word in the vocab- 
ulary of financial literature is secur- 
ity. No other term can compass it 
either in breadth or depth of mean- 
ing. It comprehends every phase of 
the money question, and is the very 
soul of the art of banking. 

The acme of security inthe banking 
community of Pittsburgh is found in 
the Keystone Bank. It was founded 
with that element as its basis, and 


it has since strengthened and ampli- 
fied that covenant of safety until 
it is to-day one of the soundest in- 
stitutions in Western Pennsylvania. 
No other bank is more closely al- 
lied to the great manufacturing and 
moneyed interests of the Pittsburgh 
District, and none other is backed 
by greater individual wealth or dom- 
inated by more powerful business in- 
terests. It is conducted upon the 





916 THE BANKING 


soundest of business principles and 
its success has come from a close 
adherence to the lines of safety and 
security. 

The Keystone Bank was organized 
in 1881 with the late Captain J. J. 
Vandegrift as its President. Its or- 
iginal capital was $300,000, at 
which figure it was maintained un- 
til October 1, 1901, when it was 
increased by the sale of a new issue 
of stock to $500,000. At the same 
time $400,000 was added to the 
surplus, giving the institution an 
available capital of $1,200,000 and 
making it one of the most strongly 
equipped banks in the city. The 
new issue of stock was all taken at 
$300 per share of the par value of 
$100 

In the seventeen years of its exist- 
ence the bank has paid $240,000 in 
dividends besides earning a surplus 
in excess of $300,000, making its net 
earnings $550,000 on a capital of 
$300,000. The amount charged off 
in losses has been infinitely small— 
much less, in fact, than is usually 
found among banks of a similar size. 

Following is a statement of the 
bank’s condition, October 4, 1901: 


RESOURCES. 
Loans and Investments 
Real Estate, Furniture, etc. 
Cash and Due from Banks 
Accrued Interest 


$2,453,772 89 
177,567 14 
1,059,305 70 
666 66 


$3,691,312 39 


LIABILITIES. 


Capital Stock . 
Surplus and Profits 
Dividend Account 
Deposits . 


$ 500,000 00 
797.995 75 
1,074 00 
2,482,242 64 
$3,691,312 39 
The Keystone Bank has in process 
of construction one of the finest 
buildings in the country, on the site 
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of its old location. It is fifteen stories 
high, with a spacious area opening 
from the front, technically called a 
fore court. It reaches from the third 
story to the top of the building, and 
extends back 46 feet, affording light 
and ventilation equal to a detached 
building with four fronts. It is a new 
idea in architecture, and is based 
upon a common-sense scheme of 
construction. The building occupies 
a ground area of 60x85 feet, and 
is of iron and steel construction, 
with granite facing to the third 
story and speckled gray pompeiian 
brick and ornamental terra cotta 
above that story. The corridors 
are finished in sienna marble and 
the iron work is of vert-de-gris 
finish, while the woodwork is of 
solid mahogany throughout. There 
are 160 offices in the building, every 
one of which has outside windows 
and are therefore as light and cheer- 
ful as daylight can make them. 
They have hardwood floors and are 
provided with electric wires for tick- 
ers, telephone and messenger service 
and also for special desk light in 
addition to the usual lighting. The 
elevator service will include four 
electrically-driven hydraulic elevators 
each with a speed of 500 feet per 
minute. 

The entire first floor, with the 
exception of the space devoted to the 
elevators, hall and corridor, is de- 
voted to the business of the Key- 
stone Bank. It is lighted by a sky- 
light 25 feet from the floor, and is 
finished with sienna marble wains- 
coting, marble columns and marble 
Mosaic floors. In the centre is the 
public space 17x30 feet, with a cir- 
cular end, and surrounded by the 
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counters and screen of bronze grille. 
To the right of the entrance from 
the vestibule is the President’s room, 
tichly furnished with mahogany fur- 
niture, desks and rugs of special de- 
sign. The Cashier’s office is separ- 
ated from the President’s room by a 
hallway which is the only entrance 
to the workroom of the bank, and 
overlooks the entrance, the public 
space and the entire working force. 
The mezzanine floor is occupied by 
the directors’ and corporation rooms, 
to which are attached a dining-room 
and service portion. 

Following are the officers: 

G. M. Laughlin, President. 

W. H. Nimick, Vice-President. 
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A. S. Beymer, Cashier. 

Foliowing are the directors: 

G M. Laughlin, Jones & Laughlin, 
Ltd. (American [ron Works); F. J. 
Hearne, Pres. National Tube Co; 
Joshua Rhodes, Pres. Consolidated 
Traction Co.; J. I. Buchanan, Execu- 
tor and Trustee of Estate of J. J. 
Vandergrift, dec’d; Wm. Witherow, 
Prop. Hotel Duquesne; S. H. Vander- 
grift, Capitalist; J. C. McDowell, 
Vice Pres. and Gen. Mgr. J M. Guffey 
Petroleum Co.; W. C. Magee, Vice- 
Pres. H. C. Frick Coke Co ; G. W.C. 
Johnston Henderson Johnston Co.; 
W. B. Rhodes, Mgr. Penn’a Dept. of 
National Tube Co.; W. H. Nimick, 
Vice-President. 


THE IRON CITY NATIONAL BANK. 


An institution which has_ been 
strongly identified with the industrial 
and commercial growth of Pittsburgh 
is the Iron City National Bank. No 
other bank has been under the dom- 
ination of a more powerful business 
element, and none can lay claim to a 
stronger hold upon the public confi- 
dence. This confidence has _ been 
earned by skill and judicious enter- 
prise in management, and has been 
held by a sure-footed policy which has 
kept the institution in touch with the 
growing wantsofthecommunity. It 
was organized in 1857, and was re- 
organized under a national charter in 
1864. Its progress since the latter 
date has been most steady and sub- 
stantial, as will be seen by the fol- 
lowing comparative statement: 

Year 
1875 
1885 


1895 
1901 


Assets 
$1,812,000 
1,996,000 
2,148,000 
3,386,000 


Deposits 
$709,000 
1,164,000 
1,366,000 
2,61 3,000 


During the panic of 1893 it was one 
of four banks in the city which did 
not take advantage of the clearing 
house certificates that were issued. 
It metevery obligation with dollar 
for dollar, and emerged from the ter- 
rible depression with credit to the 
management which guided it. Since 
it became a national bank it has paid 
$1,508,000 in dividends, besides creat- 
ing a surplus of $250,000 and un. 
divided profits of $72,000 makingits 
total earnings four and a half times 
its capital stock of $400,000. The 
par value of the shares of stock is $50, 
and they are held firmly at $120. 

In July, 1900, Mr. George F. Wright 
was honored with an election to the 


Presidency. He had been the Cashier 
for more than nine years. He entered 
the institution in 1870 as individual 
bookkeeper, and later was promoted 
to discount clerk. In April, 1891, he 
was elected Cashier, and his work 
since then is best seen in the progress 
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of the bank. He is well and favor- niston Lyon, 2nd Vice-President; 
ably known by thebankingfraternity Chas. S. Lindsay, Cashier. 

and has a high standing in the bus- W. N. Frew, J. D. Layng, J. E. Ash, 
iness world. He is a thoroughly C. F. Holdship, Alex. M. Byers, Jr., 
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THE IRON CITY NATIONAL BANK BUILDING. 


practical banker, and has an excellent Samuel Lindsay, Jr, Jno. R. McGinley 
grasp of financial matters. John C. Stevenson, Joseph R. Wood. 

Officers and directors: well, T. A. Gillespie, J. Denniston 
‘George F. Wright, President; John Lyon, Arthur L. France, George F 
C. Stevenson, Vice-President; J. Den- Wright, President. 
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T. MELLON & 


The history of this house is iden- 
tical with the marvelous commer- 
cial and industrial growth of Western 
Pennsylvania. During the past third 
of a century it has been so allied to 
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vidual wealth of its members, being 
so great as to make its utility in 
the monetary world practically un 
limited. 

It is a noteworthy fact that the 


MAIN BANKING ROOM—T. MELLON & SONS’ BANK. 


the business interests of this region 
that its transactions cover almost 
every phase of commercial activity, 
and its moneyed operations have 
been of such maguitude as to place 
it among the leading financial insti- 


tutions of the nation. It is the 
largest private banking house in the 
country outside of New York, its re- 
‘sources, supplemented by the indi- 


foundation of nearly all great bank- 
ing houses is laid by some individual 
of great strength of character and 
high principles, whose policies are 
closely adhered to and whose am- 
bition is realized in the success of 
the institution. The firm of T. Mel- 
lon & Sons was established in 1868 
by Thomas Mellon, upon his retire- 
ment from his duties as Judge of the 
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Court of Common Pleas of Allegheny 
County. Previous to that time he 
had been a successful member of 
the bar for a number of years, and 
his entire career in the profession 
was marked by a high standard of 
usefulness. 

A general banking business was 
conducted from the start at 145 
Smithfield Street, and in 1872 the 
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ganizer and re-organizer of street 
railroads and industrial undertak. 
ings, and negotiates high-grade in. 
vestment securities. 

The growth of the business of the 
house has necessitated an enlarge. 
ment of its quarters to double their 
old capacity. The building at 409 
Fifth Avenue was connected with 
that on Smithfield Street, the two 


NEW ADDITION TO T. MELLON & SONS’ BANK. 


firm moved into its new building 
at 512 and 514 Smithfield Street, 
opposite the City Hall. The growth 
of the house was exceptional from 
the beginning, and it has continued 
upon the same broad basis upon 


which it was fuunded. It now does 
a general deposit and discount busi- 
ness, acts as fiscal agent, as manager 
of large corporate properties, as or- 


forming an L and making one of the 
most commodious, cheerful and con- 
venient banking houses in the coun- 
try. Three views of it are herewith 
presented, one of the exterior, and 
two of the interior 

The present members of the firm 
are ex-Judge Thomas Mellon, An- 
drew W. Mellon and Richard B. Mel- 
lon, 
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THE CITY DEPOSIT BANK. 


Thestrength of a solid banking in- 
stitution rests chiefly with the char- 
acter of the element which dominates 
its affairs. If its contro] is in the 
hands of men of unquestioned power 
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deposits were $80,000, in 1881, $108,- 
000, in 1891, $501,000 and in 1901 
they have reached a total of $1,809,- 
000. The greater part of this sub,- 
stantial growth has been since No- 


CiTY DEPOSIT BANK BUILDING. 


in the commercial and financial world 
and it is managed with skill and sa- 
gacity, its solidity is established and 
public confidence does the rest 

An institution of this character is 
the City Deposit Bank of Pittsburgh. 
It was organized in 1866 with a cap- 
ital of $100,000, which afterward was 
increased to $200,000. In 1871 its 


vember, 1898, when thedeposits were 
but $653,000, showing a gain of al- 
most three fold in three years. These 
rapid strides have been achieved by 
sound business methods and by a ju- 
dicious combination of conservatism 
and progressiveness. Besides paying 
a good dividend to stockholders the 
bank has accumulated a surplus and 
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profit account of over $300,000, and 
its assets reach atotal of $2,313,000. 

Its stock is firmly held at $150 per 
share, the par value being $50. 

In 1897, Mr. James R. Mellon was 
elected to the Presidency of the insti. 
tution, and in 1899 the bank’s new 
building was completed and occu- 
pied It is one of the handsomest 
and most substantial structures of 
its kind in the country, and its finish 
and equipment are strictly in keep- 
ing with its massiveness and ele- 
gance, making it one of the finest 
and most complete banking homes 
in Western Pennsylvania. 

Mr. Joseph R. Paull, the Cashier, 
is one of the younger generation of 
bankers whose energy and foresight 
are so apparent in the country’s pro. 
gress. He began his basking career 
about twelve years ago in Connells- 
ville, Pa., and after about five years 
service in two of the leading banks 
there went to the State of Wash- 
ington and became the President of 
the Ellensburg National Bank at 
Ellensburg. At the end of a year te 
came to Pittsburgh and entered the 


THE BANKING LAW JOURNAL, 


City Deposit Bank as Assistant 
Cashier, though in reality performing 
the duties of Cashier. About four 
months later, in September, 1895, he 
was elected Cashier, and has since 
been recognized as the managerial 
head of the bank. The success of his 
administration is seen in the figures 
showing the progress of the institu- 
tion. He is a close student of finan- 
cial matters, is thoroughly practical 
in his methods, and has an excellent 
standing in the business world. 

The board of Directors is com. 
posed of the following gentlemen, all 
of whom are active and influential in 
the extension of the bank’s business: 

James R. Mellon, President, of T. 
Mellon & Sons Bank; David Blair, 
Vice President, Brick Manufacturer; 
H. C. Frick, Director U. S. Steel 
Corporation; D. H. Wallace, Capi- 
talist; J. McF. Carpenter, Attorney- 
at-Law; Hugh Murphy, Wholesale 
Lumber; D. J. Kennedy, Sewer Pipe, 
Brick, etc.; W. N. Frew, Attorney- 
at-Law, Chairman Trustees Carnegie 
Library; Jos. R. Woodwell, Whole- 
sale Hardware. 


THE DIAMOND NATIONAL BANK. 


A highly beneficial effect of the 
American system of independent bank- 
ing is that a large part of the resources 
of areally solid, dividend-paying bank 
is public confidence. This confidence 
takes the form of a settled faith not 
only in the integrity of the controlling 
element, but in the wisdom and abil- 
ity of the management which guides 
the institution, and becomes collater- 
ally a part of its assets. 

A typical institution of this kind is 
the Diamond National Bank of Pitts 


burgh. It had its inception in the 
Diamond Savings Bank, which was 
organized in 1871. It was re-organ- 
ized as a national bank in 1875, with 
a capital of $200,000 and its progress 
since has been of a steady, substan- 
tial character. In the past three 
years its deposits have practically 
doubled and it has, since its establish- 
ment, accumulated a surplus and 
profit account amounting to $330,000 
besides paying dividends regularly. 
Its present dividend rate is 14 per 
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cent. and its stock is firmly held at 
$400 per share of the par value of 
$100. The real earning capacity of 
the bank, which is arrived at by add- 
ing the surplus and undivided profits 
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parallels in the history of banks of its 
age. It is provided with a manage- 
ment, therefore, which, if guided by 
experience alone, would always be on 
the safe side; but that they are men 
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DIAMOND NATIONAL BANK BUILDING. 


to the amount paid in dividends, is 
fully 28 per cent. The total assets 
are in excess of two and a half mil- 
lions. 

The present officers were all among 
the organizers of the institution, a 
Circumstance that has few,if any, 


of keen business foresight is seen in 
the successful handling of the bank’s 
affairs. The Board of Directors is an 
exceptionally strong one, drawn as it 
is from the best channels of business 
and capital. On the whole the Dia- 
mond National Bank is aninstitution 
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that ranks with the solid, substantiai 
banks of Western Pennsylvania. 
Following are the officers 
directors: 
Wm. M. Hersh (President), Charles 


and 
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Donnelly, W. A. Nimick, A. G. Wetten. 
gel, John S. Scully (Vice-President), 
Wm. B. Rodgers, A. G. Barnett, A. L, 
Brahm, G. W. Crawford (Cashier), 
John W. Robinson. 


THE GERMAN NATIONAL BANK. 


A bank which has taken a high place 
among the financial institutions of 
Western Pennsylvania is the German 
National Bank of Pittsburgh. With- 
in the past two years its deposits 
have practically doubled and it now 
carries an average line of more than 
$3,000,000. This has been accom- 
plished by means of a policy of 
conservatism and judicious enterprise 
on the part of the management, 
aided by the influence of one of the 
strongest Boards of Directors in the 
city. The bank has a strong hold 
upon a line of business which comes 
from some of the leading manufac- 
turing concerns of Pittsburgh, be- 
sides a large and growing clientele 
in the down-town district. Its build- 
ing is one of the handsomest and 
most substantial structures in the 
city, its equipment is of the very best 
and its facilities for handling a large 
business are unsurpassed. 

Mr. E. H. Myers, the President, is 
the senior member of the extensive 
porkpacking firm of E. H. Myers & 
Co. He has been in active business 
life in Pittsburgh for half a century, 
and his name isa guaranty of security 
in the commercial world. 

Mr. Leopold Vilsack, the Vice Pres- 
ident, hasfor many years been known 
as one of the leading business men of 
Pittsburgh, and is one of the heavy 
capitalists of Western Pennsylvania. 

Mr. W. W. Ramsey, the Cashier, was 


for fifteen years connected with the 
Second National Bank of Pittsburgh, 
resigning the Assistant Cashiership 
of that institution in 1899 to accept 
his present position. Mr. Ramsey is 
known in the banking fraternity for 
his extraordinary command of detail 
work and for his up-to-date methods. 
His administration has been charac- 
terized by the steady, substantial 
growth of the bank. 

The following statement shows the 
condition of the bank on September 
30, 1901: 

RESOURCES. 
Loans and disconnts’) - - 
U.S. Bonds to secure circula- 
tion - - = - 
Bonds for investment - - 


$1.857,689 21 


250,000 00 
390,735 55 
73,955 14 
12,500 00 


Real estate - - - 
Due from U.S. Treasurer - 
Due from banks $323,441 75 
Cash on hand 637,351 86 

960,793 61 


$3,525.673 51 
LIABILITIES. 
Capital stock - - - $ 
Surplus fund - - - 
Undivided profits - - 
Circulation - - - 
Deposits - - - - 


250,000 00 
100,000 00 
58,165 56 
247,500 00 
2,870,007 95 


$3,525,673 51 


The following list of the Board of 
Directors shows the powerful com- 
mercial and financial backing of the 
German National: 

E. H. Myers. E. H. Myers & Co., 
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Pork Packers; L. Vilsack, Pittsburgh County Commissioner's Office; A. E. 
Brewing Company; D. S. McKallip, Succop, President Germania Savings 
L. S. MecKallip & Co., Coal, Grain, Bank; John P. Ober, Treasurer Pitts- 
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GERMAN NATIONAL BANK BUILDING, 


etc.; Theo. Havekotte, Insurance; E. burgh Brewing Company; Chas. A 
J..Frauenheim, Vice-President Pitts- Fagan, Attorney; A. M. Brown & 
burgh Brewing Co.; P. W. Siebert, Sons, Solicitors. 
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THE UNION TRUST COMPANY. 


A most remarkable example of suc- 
cessful financiering is seen in the won- 
derful progress of The Union Trust 
Company of Pittsburgh. Ina career 
of twelve years it has grown from a 
small beginning toa place in the front 
rank of American institutions of 
finance, and has borne a conspicuous 
part in therapid commercial advance- 
ment of the city. It has provided 
adequate facilities for the handling of 
the vast estates and undisposed 
properties which have been the out- 
growth of the city’s prosperity, and 
has kept the wheels of industry in 
motion by means of its availability 
in conducting large operations and 
financing enterprises of great magni- 
tude. 


The Union Trust Company was 
organized in 1889, with a capital of 
$250,000 one-half of which was paid 
in. The first years of its existence 
were profitable, but were beset with 
difficulties on account of lack of suit- 


able quarters. In 1899, however, the 
Company’s new building was com- 
pleted and occupied, and since that 
date the growth of the institution 
has been phenomenal. According to 
a statement made November 29, 
1899, it had a capital of $250,000; 
undivided profits of $271,000; de 
posits of $7,267,000 and total as- 
sets amounting to $7,952,000. Sep- 
tember 30, 1901, the showing made 
was as follows: Capital, $500,000; 
surplus $500,000; undivided profits, 
$584,000; deposits, $19,291,000 
total assets, $20,875,000. The addi- 
tion to the capital and surplus was 


made by the sale of 2,500 shares ofa 
new issue of stock at $300 per share 
of the par value of $100. Since that 
sale the stock has advanced to $720 
at which price it is stiffly held. 

This marvelous growth of the Com. 
pany’s business has been accomplished 
by its being ableto meet the demands 
of the times for an up-to-date institu- 
tion of its character. Itis dominated 
by one of the strongest combinations 
of business and capital in the United 
States, and its position in the finan- 
cial world is one of power and char- 
acter. The management is in the 
hands of men of signal ability. 

The building owned and occupied 
by The Union Trust Company is 
one of the handsomest and most 
substantial structures of its kind in 
the country. It is richly finished in 
the costliest of marbles and the 
rarest of woods, and is furnished 
and fitted with every device of con- 
venience and comfort that modern 
handicraft could suggest. Thecount- 
ing room is one of the lightest,most 
cheerful and best equipped of any in 
the United States, and the vault is 
the first absolutely fire, burglar and 
mob proof repository built in the 
world. It is built of Carnegie Har- 
veyized steel armor plate, and the 
interior dimensions are eighteen feet 
six inches by sixteen feet six inches 
and nine feet high. There are in all 
ten plates, with an average weight 
of 40,000 pounds each, and they 
are so interlocked that they become 
as one huge piece of metal. The 
doors are eighty-seven inches in 
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diameter, fifteen inches thick and a perfect air-tight point. Power is 
weigh 32,000 pounds. The front applied to it by a double automatic 
of the vault is also fifteen inches bolt-actuating mechanism, which in 
thick, and, with the heavy reinforc- turn is checked by two three-move- 
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UNION TRUST BUILDING. 


ing plate, weighs %6,500 pounds. ment electrically-controlled time 
It is secured by twenty-four heavy locks. The Holmes electric protec- 
bolts arranged like spokes in the tion system makes the security abso- 
hub of a wheel, and it is ground to lutely perfect. It will be seen that 
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the building and plant are among 
the very best in the country 

The officers are as follows: 

H. C. McEldowney, President; A. 
W. Mellon, Vice-President; J. M. 
Schoonmaker, 2nd Vice-President; 
William A Carr, Treasurer; H. W. 
Gleffer, Secretary; James S. Carr, 
Assistant Treasurer; Scott Hayes, 
Assistant Secretary; William I. 
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Berryman, Trust Officer; Knox & 
Reed, Solicitors. 

The Directors are as follows: 

H. C. McEldowney, A. W. Mellon, 
James McCrea, J. M. Schoonmaker, 
F. J. Hearne, W. N. Frew, Geo. E. 
Shaw, George I. Whitney, John Por. 
terfield, P. C. Knox, H. C. Frick, H. 
C. Fownes, D. E. Park, J. B. Finley, 
James H. Lockhart. 


THE SAFE DEPOSIT AND TRUST COMPANY. 


An institution which stands con- 
spicuously at the head of corpora- 
tions of its class is the Safe De- 
posit & Trust Company of Pitts- 
burgh. It ranks first because of its 
signal success and for the reason 
that it is the only one in Western 
Pennsylvania that has confined it- 
self strictly to the business of a trust 
and safe deposit company. It has 
attracted a volume of business which 
places it among the great trust com- 
panies of the nation, and yet it has 
all been done by hewing close to the 
line of its original charter, and with- 
out taking advantage of the legisla- 
tive enactment permitting the en- 
largement of the scope of its transac- 
tions. The soundest of business prin- 
ciples were its foundation, and thatis 
the rock upon which it still stands. 

The Company was incorporated 
January 24, 1867, under a perpetual 
charter, as the Safe Deposit Company 
of Pittsburgh. Its original capital 
was $250,000, with the privilege of 
increasing it to $500,000, which was 
taken advantage of in 1885. In1884 
the name was changed to the Safe 
Deposit and Trust Company of Pitts 
burgh. In 1887, when it came under 
the present management, it had a 


trust business aggregating $761,. 
000 and no surplus. In 1899 it had 
a trust business reaching a total of 
$7,932,000 and a surplus of $90,000. 
On the 1st of July, 1901, a most im- 
portant advancement was taken by 
unanimous vote of the stockhold- 
ers, by which a new issue of 10,- 
000 shares of stock was ordered 
sold at $100 per share, a price 
double the par value. Of the $1,- 
000,000 thus realized, $500,000 was 
added to the capital, making it $1,- 
000,000, and $500,000 to the sur- 
plus, increasing it to $600,000. When 
these sums are added to the undivid- 
profits of $81,000,it is seen that the 
company has a total available cap- 
ital of $1,681,000, giving it a 
strength in equipment which makes 
it a leader in its class. In the last 
two years its trust business, includ- 
ing the trust funds in its keeping 
and its real estate securities (at 
county valuation), has increased at 
a rapid rate, reaching a total on 
November 1 of $12,332,548. 

The Company acts as executor, 
administrator, guardian, trustee, «s- 
signee, receiver, committee, etc.; as 
trustee for corporations in bond is- 
sues and for the payment of interest 
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and dividends; as trustee under 
mortgage and trust deeds; as agent 
for the collection of interest and divi- 
dends on investment securities; as 
registrar and transfer agent for bonds 
and stocks of corporations, and rents 
safe deposit boxes and storage for 
valuables. 

The main-spring of success with the 
Safe Deposit and Trust Company has 
been the close adherence to a policy 
of safety pursued by the management 
added to the great strength of the 
business element which dominates 
its affairs. Mr. William T. Howe, 
the Secretary and Treasurer, who 
has for fourteen years been the ex- 
ecutive officer of the institution, be- 
gan his service with the company in 
1881 as bookkeeper. The following 
year he was promoted to Assistant 
Secretary and Treasurer, and in 1887 
was elected Secretary and Treasurer. 
His one aim has been to have the Safe 
Deposit and Trust Co. take its place 
among the great corporations of the 
country, and the figures quoted above 
show how completely his ambition 
has been realized. 

Officers and directors: 

A. E. W. Painter, President. 

Thomas Wightman, 1st Vice-Pres’t. 


THE PRUDENTIAL 


This is one of the latest additions to 
the financial world, and at the same 
time one of the most successful. It was 
organized in May, 1901, with a capi- 
tal of $200,000, and its net profits for 
the first six months of its existence 
amounted to $30,000, and its total 
assets grew to $583,956. The Com- 
pany makes a specialty of banking by 
mail, receiving deposits from non-res- 
idents and absentees from the city 
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D. McK. Lloyd, 2d Vice-Pres’t. 
Wm. T. Howe, Secy. and Treasurer. 
Robt. C. Moore, Ass’t Treasurer. 
G. L. Rogers, Ass’t Secretary. 

H. A. Miller, Counsel. 

Directors: 

A. E. W. Painter, Thomas Wight. 
man, Wm. R. Thompson, Jas. Laugh- 
lin, Jr., W. K. Shiras, W. L. McClin- 
tock, D. McK. Lloyd, J. D. Lyon, 
Geo. E. Painter. 

On the 1st of April, 1902, the com- 
pany will occupy new quarters in the 
Arrott building, a handsome view of 
which is herewith presented. The 
entire first floor will be devoted to 
the uses of the Safe Deposit and Trust 
Company, and will be finished in 
marble and mahogany throughout. 
The space to the left of the vestibule 
will be occupied by the Trust Depart- 
ment and a handsomely fitted office 
for the president and secretary and 
treasurer, while the portion to the 
right will be taken by the real estate 
and mortgage department and an 
office for its chief. The various de- 
partments and offices will be equipped 
with the most modern devices and 
conveniences, and all together will 
make one of the most complete trust- 
company homes in the country. 


TRUST COMPANY. 


and paying 4 per cent. on savings ac- 
counts and 2 per cent. on deposits 
subject to check. The plan is feasible 
and perfectly safe, and gives the peo- 
ple in all parts of the country an 
opportunity of taking advantage of 
the Company’s liberal interest rate. 

The Prudential is owned and con- 
trolled by a strong combination of 
business men, and its management 
is in the hands of an able and ex- 
perienced corps of officers. 
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THE PITTSBURGH TRUST COMPANY. 


PITTSBURG TRUST COMPANY. 
(Vandergrift Building.) 


One of the most significant features In eight and one-half yearsit has risen 
of the latter day financial history of from a small but solid beginning to a 
Pittsburgh is the remarkable growth place in the front rank of institutions 
of the Pittsburgh Trust Company. of finance. Incorporated in March, 





934 THE BANKING 
1893, under a perpetual charter, the 
first statement issued on the 1st of 
the following May showed its total 
resources to be $679,408. November 
30, 1899, its total footings were $2, 
467,243 and on November 30,1900, 
they had risen to $7,126,940. Just 
eleven months from the latter date, 
October 31, 1901, the aggregate re- 
sources had reached the enormous to- 
tal of $16,778,770 a net increase of 
130 per cent. These figures were 
backed by an earned surplus of $600,- 
000 and undivided profits amounting 
to $440,000. At the same time the 
available cash and _ convertible 
securities of the Company exceeded 
the liabilities to depositors by $6,040,- 
991. 

On the 1st of November of this year 
the capital was increased from $1,000,- 
000 to $2,000,000 the surplus was 
raised from $600,000 to $2,000,000 
and the undivided profits were also 
lifted to the $2,000,000 mark by the 
sale of a new issue of 10,000,000 
shares of stock at $400 per share, 
making a grand total of available 
capital of $6,000.000. Asremarkable 
as thelast year’s growth has been 
and as colossal as the strengthening 
of the capital equipment may appear, 
the management will not permit either 
showing to be called phenomenal. 
They say they furnished the vehicle 
for the transaction of the business 
and that the business came to them; 
also that the amplification of security 
was but a necessary move in order to 
meet the growing requirements of the 
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Company's operations. Butit canbe 
said in passing that no other similar 
corporation in the entire country has 
stronger elements of solidity in its 
make-up than the Pittsburgh Trust 
Company, and when the people car- 
ried their money to its coffers they 
knew what they were doing. They 
knew that it was dominated by one 
of the strongest elements of commerce 
and finance in the Pittsburgh District, 
and that it was managed by men of 
experience and unquestioned judg- 
ment. 

The scope of the Company’s bus 
iness embraces a general banking 
business, receiving deposits subject 
to check and allowing interest on 
daily balances, and a general trust 
business, executing trusts of all 
kinds and acting as transfer agent 
for municipalities, railroads and 
other corporations. Its heavy cap- 
italization affords it the best of 
facilities for the handling of large 
operations, and its success in that 
line is such as to warrant an ex- 
tensive business. 

Following are the 
Directors: 

C. B. McVay, President; J. I. 
Buchanan, Vice-President; Chas. H. 
Hays, Secretary and Treasurer; F. A. 
McVay, Asst. Secretary and Treas- 
urer. 

The Directors are: 

B. F. Jones, Henry Buhl, Jr., W. P. 
Snyder, John C. Reilly, Charles H. 
Hays, J. I. Buchanan, Geo. M, Laugh- 
lin, S. H. Vandergrift, C. B. McVay. 


Officers and 
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THE FIDELITY TITLE AND TRUST COMPANY. 


No other institution is more de- 
serving of a high place in the mone- 
tary annals of the nation than the 
Fidelity Title and Trust Company 
of Pittsburgh. Its eminence in the 
financial world has been attained 
through the wisdom and conservatism 
of its management, backed by a con- 
trolling element of great strength 
and character, and supplemented by 
the strictest fidelity to the trusts re. 
posed in it. 

The company was organized in 


Year 
1890 


Surp. Earnings 
$ 96,532 


Deposits 


subsequent history is best told in 
the appended comparative state- 
ment. 

In 1893 Mr. James C. Chaplin suc- 
ceeded Mr. McVay as treasurer. Mr. 
Chaplin held the position until Nov- 
ember 1, 1901, when he resigned and 
was succeeded by Charles E. Willock, 
the present incumbent. 

In 1889 the handsome and substan- 
tial granite front building of the Com- 
pany was completed and occupied. 
In 1891 the capital was increased 


Trust Funds 
$ 2,849,043 


Assets 
$1,712,718 


1892 
1894 
1896 
1898 
1900 
1901 


218,571 
251,817 
334,513 
437,288 
661,464 
846,892 


$1,083,000 
1,162,000 
907,544 
1,311,199 
2,282,068 
4,384,100 
5,239,399 


2,467,257 
2,203,204 
2,663,459 
3,754,826 
6,085,254 
7,198,829 


7,753,205 
9,462,373 
12,949,382 
19,017,662 
24,239,975 
26,666,867 


1886, with an authorized capital of 
$500,000. Mr. William O. H. Scully 
was the first President and Mr. James 
T. Armstrong the first Secretary and 
Treasurer. It was the second trust 
company organized in Pittsburgh and 
the first one to enter the field of gen- 
eral banking. 

The prosperity of the Company 
dates from 1888, when a change in 
the management was effected by the 
election of Mr. John B. Jackson as 
President and C. B. McVay as Secre- 
tary and Treasurer. At that date its 
total assets amounted to $403,895, 
only $351,000 of its capital had 
been paid in and it was without 
surplus earnings of any kind. Its 


from $500,000 to $1,000,000, fully 
paid, and the credit and strength of 
the corporation were materially aug- 
mented from year to year until to-day 
it takes rank among the leading 
financial institutions of the country. 

One of the most significant features 
of the table is the gradual rise of the 
surplus earnings. Even during the 
period from 1892 to 1894, which in- 
cluded the year of the great panic, 
there was asubstantial gain in the 
undivided profits, regardless of the 
perceptible decline in deposits. Since 
1893 the Company has paid six per 
cent. in dividends to stockholders, 
making its total earning capacity for 
the past nine years in excess of twelve 





THE BANKING LAW JOURNAL, 


a 88 


45a he 


Lm snot yw Nini ¥ 


‘ie 
. 
- 
id 
4 
+ 
ca 
> 
™ 
'y 
=< 
- 


FIDELITY TITLE AND TRUST COMPANY BUILDING, 
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per cent.a most gratifying showing 
indeed. 

The absolute faith of the community 
in the Company is seenin the vast 
sum intrusted to its keeping in the 
shape of trust funds, represented by 
available securities and cash. In ad- 
dition to its custody of $26,666,897 
in funds of that character, and the 
liabilities of its banking department 
ot $7,198,829, it is also trustee under 
mortgage for the colossal amount of 
$59,371,000. The faithful steward- 
ship of such vast volumes of wealth 
justly confers upon the institution 
the undisputed right to the titie of 
the Fidelity Title and Trust Com- 
pany. 

The scope of the Company’s bus 
iness embraces a general banking bus. 
iness, a title and trust business in its 
broadest sense and a safe deposit 
department. 

The banking department, which oc- 
cupies the first floor of the building, 
pays interest on deposits, buys and 
sells exchange, loans money on real 
estate and collateral security and 
acts as reserve agent for other finan- 
cial institutions. 

All the seventh floor of the building 
is devoted to the title department, 
which is equipped with a complete 
set of abstracts of Allegheny County, 
and is devoted to the examination of 
titles both for the Company and 
the public at large. The insurance 
of titles to real estate is a specialty. 

The trust department, occupying 
all of the second floor, executes 
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trusts of every description, acts as 
executor, administrator, guardian, 
receiver and financial agent, and as 
transfer agent for stocks and 
bonds. 

The foliowing well known men in 
the commercial and financial world 
comprise the Board of Directors: 

John B. Jackson, President; Albert 
H. Childs, Iron Merchant; James J. 
Donnell, President Bank of Pitts- 
burgh; E. M. Ferguson, President 
Merchants and Manufacturers Na- 
tional Bank; Reuben Miller, Treasurer 
Crucible Steel Company; Robert Pit- 
cairn, Gen. Supt. Pennsylvania Rail- 
road Company; Frank Semple, 
Attorney Thaw Estate; James H. 
Reed, of Knox & Reed, attorneys; 
Charles E. Speer, President First 
National Bank; H.S. A. Stewart, 
capitalist; Edward T. Dravo, cap- 
italist; John Walker, capitalist; 
John R. McGinley, President Duff 
Manufacturing Company; C.S. Gray, 
Trust Officer; Bayard Henry, Attor- 
ney, Philadelphia; 

Officers. 

John B. Jackson, President; James 
J. Donnell, Vice-President; Robert 
Pitcairn, Second Vice-President; John 
McGill, Secretary; C. E. Willock, 
Treasurer; J. A. Knox, Assistant 
Treasurer and Assistant Secretary; 
C. S. Gray, Trust Officer; John C. 
Slack, Title Officer; John W. Chalfand, 
Assistant Title Officer; Thomas R. 
Robinson, Auditor; William Scott, 
General Counsel; William M. McGill, 
Solicitor. 
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THE AMERICAN TRUST COMPANY. 


Of the latter day financial enter- 
prises of Pittsburgh none has been 
launched under more favorable cir- 
cumstances or made moresubstantial 
progress than the American Trust 
Company. It was organized in 
November, 1900, under a perpetual 
charter, and with a capital of $1,000,- 
000 but did not begin business until 
April 25,1901. Its deposits average 
about $1,150,000 and its total re- 
sources amount to more than $2,200,- 
000. Its earnings for the past five 
months of its existence aggregated 
$21,297. The available cash and con- 
vertible securities of the Company ex- 
ceed its liability to depositors by more 
than half a million dollars, an evi- 
dence of absolute security which is at 
once apparent. 

The Company does a general bank- 
ing business, and has excellent facili 
ties for the handling of all kinds of 
accounts. It allows interest of 2 per 
cent. on daily balances, issues certifi- 
cates of deposit bearing interest, and 
loans money on approved collateral. 
Its charter authorizes it to execute 
trusts of every description, to act as 
trustee under mortgage or deed of 
trust, as registrar and transfer agent 
of the stocks and bonds of corpora- 
tions, and as fiscal agent for munici- 
palities, railroads and other corpora. 
tions. 

A salient feature of the Company’s 


strength is the high commercial and 
financial standing of the element which 
dominates its affairs, its Board of 
Directors embracing some of the lead. 
ing business and professional men of 
Western Pennsylvania. The ability 
of the management is seen in the sig- 
nal success of the institution from its 
inception. 

Following are the officers 
directors: 

Francis L. Robbins, President; J. 
D. Nicholson, Vice-President; F. H. 
Skelding, Second Vice-President; John 
A. Irwin, Secretary and Treasurer; 
A. M. Neeper, Solicitor. 

Directors. 

Francis L. Robbins, Chairman Pitts. 
burgh Coal Company; J. B. Finley, 
President Monongahela River Con- 
solidated Coal and Coke Company; 
J. B. Laughlin, Jones & Laughlin, 
Ltd ; W. C. Fownes, Carrie Furnace 
Company; W. B. Schiller, First Vice- 
President National Tube Company; 
Reed B. Coyle, real estate; J. W. 
Donnan, attorney at law, Washing- 
ton, Pa.; Hon. Henry Hice, attorney 
at law, Beaver, Pa.; Hon. Nathaniel 
Ewing, attorney at law, Uniontown, 
Pa; Benjamin Page, A. M. Neeper, 
attorney at law; J D.Nicholson,Geo. 
B. Hill & Co, bankers and brokers; 
F. H. Skelding, Cashier First National 
Bank, Pittsburgh; John A. Bell, Vice- 
President Freehold Bank. 


and 
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THE PEOPLES SAVINGS BANK. 


An institution which for a third of 
a century has had an unbroken re- 
cord of usefulness and prosperity is 
the Peoples Savings Bank of Pitts. 
burgh. It was organized in 1866 
with a capital of $300,000, and be- 
gan business upon a modest yet sub- 
stantial basis. The first twenty five 
years of its existence were unevent- 
ful but comparatively profitable,and 
the year 1891 found it with $1,900,- 
000 in deposits. In the decade that 
has since elapsed, however, it has 
forged its way to the front, and now 
has deposits aggregating $9,300,000, 
a surplus fund of $400,000 and un- 
divided profits amounting to $48,- 
000. Its dividend rate is 8 per cent. 
and its stock is held at $300 per 
share, the par value being $100. In 


addition to receiving savings ac- 
counts it receives deposits subject to 
check. 

A massive fifteen story building is 
at present being erected by the bank 
at the corner of Fourth avenue and 


Wood street. This stately home of 
the People’s Savings Bank will be 
one of the finest structures of its 
kind in America. The style of archi- 
tecture is a free adaptation of the 
renaissance, and is tastefully orna- 
mental. The heavy steel framework is 
reinforced with granite to the fourth 
story, and above that point the ex- 
terior is of red brick and terra cotta. 
The entire interior is one of striking 
beauty and appropriateness. The 
woodwork of the first and second 
floors is of mahogany, and on the 
upper floors quartered oak is used. 
Marble is freely used for wainscoting 


and for the floors of thecorridors and 
toilet rooms. The offices are all light 
and roomy, and each one is provided 
with a marble lavatory. Four rapid 
electric elevators will run day and 
night, and the building is heated by 
steam and perfectly ventilated. The 
entrance to the offices is on Fourth 
avenue, and is indeed imposing. The 
People’s Savings Bank will occupy 
the first floor, which will be fitted 
with every device for the convenience 
of patrons and the security of their 
funds. 

The People’s Savings Bank is dom- 
inated by one of the strongest finan- 
cial and business elements in Pitts- 
burgh, its Board of Trustees embrac. 
ing some of the leading men of Western 
Pennsylvania. The management is 
in the hands of men with years of ex. 
perience, who are possessed of innate 
business acumen which guides them 
aright in the investment of funds in 
their keeping. 

Following are the officers and trus- 
tees: 

D. McK. Lloyd, President. 

Thomas Wightman, Vice-President. 

Edward E. Duff, Sec’y and Treas. 

James K. Duff, Asst. Sec. & Treas. 

Trustees: A. E. W.’ Painter, Presi- 
dent People’s National Bank; Hon. 
Edwin H. Stowe, President Judge 
Common Pleas Court No. 1; Thom. 
as Wightman, President Thomas 
Wightman Glass Co.; Hon. George 
Wilson, President Western Pennsyl- 
vania Humane Society; W. J. Moor- 
head, City Treasurer’s Office; David 
P. Block, President Real Estate Trust 
Co.; Wm. R,. Thompson, Retired 
Banker; Robert Wardrop, Vice Pres. 
People’s National Bank; D. McK. 
Lloyd, President. 
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THE PITTSBURGH BANK FOR SAVINGS. 


Fidelity, security and wisdom are 
the three essential elements of a great 
financial institution. Fidelity is a 
capital in itself—an inexhaustible re 
source. Security assures depositors 
the absolute safe keeping of their 
moneys. It is thekeystone of finance. 
Wisdom is born of experience and an 
innate business foresight which leads 
only to safe investments. An institu. 
tion which is founded upon these great 
fundamental ideas, and which has a 
proud record of nearly forty years to 
its credit, is the Pittsburgh Bank for 
Savings. Established in 1862, with 


amodest capital, yet with the confi- 
dence of the community at its back, it 
has grown into a giant institution, 
with the colossal sum of $9,500,000 
in its keeping, and is still growing at 


the rate of $4,000,000 a year. Ithas 
28,000 depositors and they are in 
creasing at the rate of 1,100a month. 

Such marvelous progress means 
nothing short of absolute faith in the 
strength of the institution, as typified 
in the names of the men who conduct 
its affairs. With prudence and vigil- 
ance as their watchword, the officers 
and directors of the Pittsburgh Bank 
for Savings have not only borne out 
the sagacity of its founders in keeping 
it within the lines of safe conservatism, 
but they have by a rare combination 
of skill and judicious enterprise in 
management developed the bank into 
a leading financial institution, and 
one so solid, so stable, so secure, as to 
be without a peer in the confidence of 
the public. 

The growth of the Pittsburgh Bank 
for Savings has been both steady and 


substantial, and has been especially 
marked during the past two years,the 
deposits in that time making a gain 
of nearly three fold. 

The following table shows the prog- 
ress since 1895: 


1895 
1896 
1897 
1898 
1899 
1900 - 
1901 - 


$2,400,000 00 
2,650,000 00 
2,700,000 00 
2,900,000 OO 
3,600,000 00 
5,170,000 00 
9,500,000 oo 


Although the bank is primarily a 
savings bank, receiving deposits of 
one dollar and upwards and paying 4 
per cent. interest thereon, it yet does 
a general banking business, receiving 
deposits subject to check, allowing in- 
terest of 2 per cent. on daily balan- 
ces and loaning money on approved 
collateral and mortgage security. 
There is no limit to the amount of 
a deposit, and every dollar draws 
interest every day in the year. 


BANKING BY MAIL. 


A feature of the bank’s business 
which has proven of great value and 
utility is a unique one in banking 
methods. Some six years ago a sys- 
tem of banking by mail was adopted, 
whereby deposits can be made by 
non-residents or absentees from the 
city with the same safety as if they 
handed their funds in person through 
the teller’s window. Depositors of 
this class are furnished with pass- 
books and are afforded every privil- 
ege and advantage vouchsafed to 
others. Money may be sent by post- 
office or express money order or by 
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draft or check, and with perfect 
safety. Not a dollar has been lost 
since the system was adopted, and 
the bank has depositors in every 
State in the Union and in several 
foreign countries. The convenience 
of the system should be apparent to 
all. Many of the savings banks 
throughout the country do not pay 
more than 3 per cent. interest, and 
no interest at all upon deposits sub- 
ject to check. The cost of transmit- 
ting the money to Pittsburgh is the 
total expense of getting 4 per cent. 
on savings deposits and 2 per cent. 
on deposits subject to check. 

Another worthy feature of the 
bank is its woman’s department. A 
convenient parlor is fitted for the 
special use of women, and accounts 
are opened on the same footing as 
with men, enabling them to keep 
either a savings or a checking ac 
count and to pay bills by the safe 
and convenient method of drawing 
checks. 


THE NEW BUILDING. 

The new building of the Pittsburgh 
Bank for Savings is located at the 
northwest corner of Smithfield street 
and Fourth avenue, and is one of 
the finest architectural adornments 
of this great financial centre of the 
city. It is a fire-proof, thoroughly 
modern building of twelve stories, 
and is most substantially constructed. 
The upper floors are devoted to 
offices, while the first floor is occu- 
pied by the bank. The vaults are 
as impregnable as science and steel 
can make them, and the different de 
partments are fitted with every con- 


THE BANKING LAW JOURNAL. 


venience that modern ingenuity could 
suggest or devise. The main bank. 
ing room is finished in Grecian mar 
ble, with rich trimmings of gold and 
soft colorings. The counters are of 
marble, symmetrically arranged in 
octagon form, and are surmounted 
by handsome grille work of pure 
bronze. The room receives a flood 
of daylight through six large plate. 
glass windows, giving it an air of 
cheerfulness that is indeed striking. 
Altogether the home of the Pittsburgh 
Bank for Savings is strictly in keep. 
ing with its prominence and im- 
portance in the business world, and 
is an enduring monument to its 
achievements and its usefulness. 


Following are the officers and di- 
rectors: 

James S. Kuhn, President; William 
Roseburg, Vice-President; Wilson A. 
Shaw, Vice-President; William J. 
Jones, Secretary-Treasurer. 


Directors. 


James S. Kuhn, President; William 
Roseburg, Vice-President Bank of 
Pittsburgh; Wilson A. Shaw, Cashier 
Merchants and Manufacturers Nat. 
Bank; James Laughlin, Jr., Jones& 
Laughlin; William S. Kuhn, Treasurer 
American Water Works & Guarantee 
Co.; Thomas C. Lazaer, Attorney at 
Law; J. L. D. Speer, Banker and 
Broker; L. M. Plumer, Attorney at 
Law; Edward Kneeland, Frank 
Kneeland Machine Co.; E. C Con- 
verse, U.S Iron & Steel Corporation; 
J 4H. Purdy, Manager American 
Water Works & Guarantee Co.; John 
D. Nicholson, Banker & Broker. 
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THE BANKING 


THE NEW ENGLAND 


The resolution voted by the Boston 
Clearing House Association on August 13 
that checks received at the Boston Clear- 
ing House for collection, if drawn on 
banks in New England which did not re- 
mit at par, would on and after August 
27th be collected by express, has been re- 
scinded. Action was taken to that effect 
on November 8th and at the same time 
the rate of exchange on checks of banks 
not remitting at par was raised from one- 
tenth to one-quarter of one per cent. 
Following is the official notice of the re- 
scinding resolution: 


Boston CLEARING House ASSOCIATION, 
66 State Street. 
Boston, November 8, gor. 
At a meeting of the Association held 
this day it was— 


Voted, That the exchangecharge 
on checks drawn on banks in New 
England that do not remit to the 
Boston Clearing House at par be 
fixed at one-quarter of one per 
cent., instead of one-tenth of 
one per cent. as at present. 


By direction of the Clearing House 
Committee this vote will take effect 
Friday, November 15, tyot. 

List of banks enclosed to which the 
above rule applies. 

Respectfully, 
C. A. Ruggles, 
Manager. 


The carrying into effect of the August 
resolution for the collection of checks by 
express was found to be impracticable. 
The banks at which it was aimed took ad- 
vantage of the government system of free 
delivery of silver to pay checks drawn 
upon them, presented by an express com- 
pany, in silver which they obtained from 
the government free of expense. The 
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CLEARING SYSTEM. 


continued shipment of silver by the 
government in unlimited quantities, which 
silver was returned immediately to the 
Boston Clearing House in payment of 
such checks, caused the business of the 
sub-treasury in Boston to reach the limit, 
so that the government instructed the 
assistant Treasurer to stop receiving silver 
dollars until such time as he could clear 
up the work of the office, then six weeks 
in arrears. Owing to this fact, also to 
the great expense of collecting by express, 
the Boston bankers thought it advisable to 
suspend action for the present. At the 
same time the rate of charge for the col- 
lection of checks on New England banks 
which refused to remit at par was raised, 
as stated. At the present time, and for 
the last few weeks, the consolidation of 
banks which has been going on in Boston 
has taken up the attention of the banksof 
that city, and until this movement is out 
of the way no further action will probably 
be taken with regard to the collection of 
these out-of-town checks on non-par re- 
mitting banks, but the matter can hardly 
be considered as settled at present. 
Under date of November 20, rgor the 
Boston Clearing House issued a list of the 
New England banks which do not remit 
at par,the checks upon which are received 
on deposit subject to the discount of one- 
quarter of one percent. This list shows 
a total of 68 banks and trust companies, 
being a reduction of the number which 
existed at the time the express collection 
resolution was adopted. Just half of such 
non-par remitting banks are located in 
Vermont, namely, 34; Connecticut comes 
next with 18; New Hampshire next with 
10; and in Maine there are but 6. No 
Massachusetts banks are on the list. 
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MARYLAND BANKERS’ ASSOCIATION, 


The Maryland Bankers’ Association 
held its annual convention in Baltimore 
November 13 and 14. An address of 
weicome was delivered by C. C. Homer, 
President of the Second National Bank 
of Baltimore in which,after pointing with 
satisfaction to the fact that the gold stand- 
ard law now stands upon the statute 
books of our country, he stated that the 
work was not finished and the subject of 
currency reform has yet to be dealt with, 
In 1894, he said, Baltimore sounded the 
first emphatic note in favor of asset cur- 
rency and in advocacy of the creation of 
a safe and elastic medium of settlement 
and exchange to meet the ever-growing 
trade demands of our country. He said 
that the advocates of asset currency are 
legion in the land and among their num- 
ber are such advanced thinkers as Hon. 
A. EB. 


Hepburn of New York and Hon. 
Jas. H. Eckels of Chicago, both ex-Comp- 
trollers of the Currency, and they find a 
capable and competent leader in Hon, 
Lyman J. Gage, Secretary of the Treas- 


ury. The Baltimore plan, formulated by 
the Clearing House Association of that 
city in 1894, has furnished the underlying 
principles in almost every suggestion 
where government expediency was not a 
factor, and in the great work of the 
Indianapolis Monetary Convention, look- 
ing to a complete reform and revision of 
our currency system, its outlines are 
plainly visible. 

The response to the address of welcome 
was given by Dr. J. W. Hering, Comp- 
troller of the State and cashier of the 
Union National Bank of Westminster. 
Among other things he gave statistics of 
the banking operations of the state and 
especially of the city of Baltimore, com- 
paring some of the items of twenty-five 


years ago with those of the present, and 
showing the marvelous strides which have 
been made in the past decade or two in 
the general business of the city of Balti- 
more. 

The annual address of the President of 
the Association, Robt. Shriver, President 
of the First National Bank of Cumberland, 
was then delivered. Init he dealt with 
the subject of currency; also the problem 
of the handling of ‘‘Country Checks.” 

Comptroller of the Currency William D. 
Ridgely, made a few remarks; and ex- 
tended addresses were then delivered up- 
on “The American Banker in History” 
by William G. Baker, Jr., of Baltimore 
and upon “Bankers’ Associations” by W. 
T. Warburton, President of the Second 
National Bank of Elkton. 

The following resolutions in favor of a 
bank currency based on general assets, 
prepared by John B. Ramsay, President 
of the National Mechanics Bank of Balti- 
more and offered by Chas. T. Crane, 
President of the Farmers & Merchants 
National Bank, Baltimore, were, as 
amended, unanimously adopted: 

Whereas, The constantly recurring 
periods of financial stringency, particularly 
at crop moving time,are directly traceable 
to the non-flexibility of our bank note 
currency as now constituted; and 

Whereas, Such periods of money tight- 
ness are extremely hurtful to the general 
prosperity of the country, by reason of 
the inevitable check upon trade and the 
oft ruinous unsettling of values; and 

Whereas, Research and study have de- 
monstrated beyond question that a cur- 
rency, based solely upon the assets of the 
banks, can be so safeguarded as to make 
it absolutely secure; therefore be it 

Resolved, That we reaffirm our recom 
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mendations in favor of the creation of an 
elastic asset currency, to overcome the 
periodical inadequacy characteristic of 
our present system, but so safeguarded 
and protected as to furnish unquestioned 
security to the noteholder. 

Resolved, That our representatives and 
Senators in Congress be and they are 
urged to favor such amendments to the 
National Banking Act as will provide a 
safe and elastic asset currency for the 
National banks; and that a committee of 
three be appointed by the chairman to 
urge upon appropriate Congressional 
committees the adoption of the legislation 
desired. 

The officers 
year were: 


President, Charles C. Homer, President 
Second National Bank, Baltimore; 

Vice-Presidents, Chas. S. Lane, Eavey 
Lane &Co., Hagerstown; David Sloan, 
president Lonaconing Savings Bank, 
Lonaconing; S. A. Williams, president 
Hartford National Bank, Bel Air; W. T. 


elected for the ensuing 
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Warburton, president Second National 
Bank, Elkton; Dr. Wm. Dale, president 
Pocomoke City National Bank, Pocomoke 
City; C. W. Dorsey, president Manufact- 
urers’ National Bank, Baltimore; W. G. 
Baker, Jr., Baker Watts & Co., bankers, 
Baltimore; J. D. Wheeler cashier Drovers 
and Mechanics’ National Bank, Baltimore; 
John F. Sippel, cashier Third National 
Bank, Baltimore; John R. Bland, presi- 
dent United States Fidelity & Guaranty 
Co., Baltimore. 


Secretary, Lawrence B. Kemp, presi- 


dent Commercial & Farmers’ National 
Bank Baltimore. 

Treasurer, William Marriott, cashier 
Western National Bank, Baltimore. 

Committee of Administration, Robert 
Shriver, president First National Bank 
Cumberland; J. W. Hering,cashier Union 
National’ Bank, Westminster; Jf. Wirt 
Randall, president Farmers’ National 
Bank, Annapolis; Wm. T. Dixon, presi- 
dent National Exchange Bank, Baltimore; 
John B. Ramsay, president National 
Mechanics’ Bank, Baltimore 


AMONG THE BANKS. 


The Metropolitan Bank of Minneapolis, Minn., 
is making excellent progress. In the eleven 
months from December, 1900, to November, 
1901, its deposits rose from $920,000 to $1,295,- 
ooo and a comfortable sum was added to its 
surplus and undivided profit account. It is a 
well-managed institution and is controlled by a 
strong business element. Its officers are: J. T. 
Wyman, President; L.S. Gillette, Vice-President; 
F, E. Holton, Cashier; W. J. Byrnes, Assistant 
Cashier. 

There appears to be no let-up to the solid 
substantial growth of the Security Bank of Min- 
neapolis. In the fourteen months ending 
November 15, its deposits were increased from 
$5,058,000 to $8,080,000, over $300,000 being 
added to its line since September 30, 1901. The 
last statement of the bank, dated November 15, 
shows loans of $5,960,102; stocks, bonds, etc.; 
$186,523; checks and drafts in transit, $471,237, 
cash due from banks and exchanges,$2,379,359; 
deposits, $8,080,143; capital $1,000,000; surplus 
and profits, $187,000. 


A circular recently issued by James R. Branch, 
secretary of the American Bankers’ Association, 


recites that at the 27th Annual Convention of 
the Association recently held in Milwaukee, it 
was unanimously resolved to request Congress 
to repeal Paragraph 1, Section 2 of the War 
Revenue Act of 1898, thereby removing the 
special tax on capital and surplus of banks, also 
the tax of 5 cents for $100 on bonds, certificates 
of indebtedness, etc.; also the tax on original 
certificates of stock 5 cents for $100; also the 
tax of 2 cents for each $100 on transfers of cer- 
tificates of stock; also the tax of 2 cents per $100 
on time drafts and bills of exchange, the neces- 
sity of the above taxes no longer existing. It 
was also unanimously resolved that Congress be 
memorialized to amend the Act of March 22nd, 
1901, so as to authorize the Commissioner of 
Internal Revenue to return checks and drafts 
after cancellation of the stamps imprinted there- 
on, and to refund to the owners of stamped 
drafts and checks the value of the stamps with- 
out reference to the date of their purchase. 

Secretary Branch says that, in view of the 
opening of Congress, it is desirable that efforts 
be made at once to make these resolutions effec- 
tive and he requests bankers to correspond with 
their Senators and Congressmen, and other 
Members of Congress with whom they are 
acquainted, to this end. 
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- Department embraces all the newly decided cases of importance to bankers, bank coun- 


sel and bank directors. 


The experiences they disclose are likewise worthy the careful 


attention and study of the merchant, the depositor and the bank student seeking advancement. 
Further information regarding any case published herein, will be furnished on application. 


FORGED INDORSEMENT ON BANKER’S DRAFT. 


Draft by one bank upon another—Payment by drawee upon forgery of payee’s indorse- 
ment—Liability of drawer to payee. 


Garthwaite v. Bank of Tulare, supreme court of California, Sept. 3oth, rgor. 


On January 31, 1890 one L purchased 
from the Bank of Tulare its draft-for $750 
on the Pacific Bank of San Francisco,pay- 
able to order of B. F. Smith. The draft 
was mailed to Smith, but never reached 
him, and five days later was paid by the 
drawee on a forgery of Smith’s indorse- 
ment. Twelve days later, Smith the real 
payee, learning of the facts, demanded 
the draft, or its amount, from the drawee, 
and being refused, immediately notified 
the drawer. ‘The drawer disclaimed re- 
sponsibility. Thereupon assigned his rights 
in the check to Smith. The draft re- 
mained in the custody of the drawee un- 
til January 25, 1894,when it was delivered 
to Smith’s executor. After a second de- 
mand of payment of the drawee, and no- 
tice of refusal to the drawer,and a demand 
of payment of the drawer, Smith’s execu- 
tor brought this action on January 30, 
1894 to recover the amount from the 
drawer. 

Held: The payment on a forged indorse- 
ment was no payment of the check, which 
was dishonored by the refusal of the 
drawee to pay on February 17, 1890 upon 
demand by the payee, and the notice of 
dishonor to the drawer, fixed its liability 
for the amount of the check, which liabil- 
ity was not barred by the statute of lim- 
itations when this action was brought. 
The drawer is liable for the amount of the 
check with interest from its date. 

Further held that while delay in the 
presentation of a check is available as a 
defense to the drawer to the extent of the 


injury caused by the delay, in this case, 
there was no injury suffered by the drawer 
bank prior to its receipt of notice of dis— 
honor; and the fact that the drawee failed 
in 1893, before the action was brought, 
cannot be claimed as an injury, for the 
drawer’s liability had been fixed long be- 
fore. 


Department 1. Appeal from superior 
court, Tulare county; W. B. Wallace, 
Judge. 

Action by one Garthwaite and others, 
as executors of B. F. Smith, deceased, 
against the Bank of Tulare. From a 
jndgment in favor of plaintiffs, defendant 
appeals. Affirmed. 

Harrison, J. The complaint herein al- 
leges that on January 31, 1890, J. O. 
Lovejoy purchased from the defendant its 
check upon the Pacific Bank, at San 
Francisco, for the amount of $750, pay- 
able to the order of B. F. Smith, and paid 
to it therefore the sum of $750. Lovejoy 
at that time was indebted to Smith in an 
amount larger than the amount of the 
check, and on the same day sent the 
check by mail, directed to Smith at Oak- 
land. Smith did not receive the check, 
but on February 5th it was presented to 
the Pacific Bank by another person, who 
represented himself to be the payee, and 
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was paid to him. About the 17th of Feb- 
ruary Smith notified the Pacific Bank of 
the miscarriage or loss of the check, and 
was then informed by the bank that it had 
already been presented to it and paid; 
and at the same time the check was ex- 
hibited to him, with the indorsement of 
his name thereon. Smith thereupon pro- 
nounced the indorsement a forgery, and 
demanded of the bank that it deliver the 
check to him, or pay to himits amount. 
His demand was refused, and he immedi- 
ately notified Lovejoy and the defendant 
herein of such refusal. July 31st Lovejoy 
sold and assigned the check to Smith, to- 
gether with all his claim and interest in 
the moneys represented thereby, and his 
demand against the defendant therefor. 
The defendant and the Pacific Bank had 
each due notice of this sale and assign- 
ment. Smith died in 1893, and the plain- 
tiffs herein were appointed his executors, 

The check remained in the custody of 
the Pacific Bank until January 25, 1894, 
when it was delivered to the plaintiffs 
herein. Thereupon they again demanded 
its payment from that bank, which was 
refused, and notice thereof given to the 
defendant; and on January 30th a demand 
for its payment was made of the defendant 
herein, which was refused. Thereafter 
on the same day this action was com- 
menced. The defendant filed a general 
demurrer to the complaint, which was 
overruled, and it thereupon filed its 
answer. The cause was tried by the 
court, and upon the evidence presented 
by the plaintiff—the defendant offering 
no evidence—the foregoing facts were 
found, and judgment rendered in favor of 
the plaintiff. From this judgment andan 
order denying a new trial the defendant 
has appealed. 

Stated in concise form,the facts alleged 
in the complaint show that on January 31, 
1890, Lovejoy paid to the defendant the 
sum of $750 in consideration of its agree- 
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ment, evidenced by its check, that the 
Pacific Bank would pay the same to PB. F, 
Smith upon his demand therefor; that 
upon Smith’s demand the Pacific Bank re. 
fused to make the payment; and that the 
defendant had due notice thereof. ‘The 
action is brought by the representatives 
of Smith, to whom Lovejoy had assigned 
his claim against the defendant for this 
breach of its agreement with him, to re- 
cover the amount of money so paid to it, 
with interest. The other allegations in 
the complaint, and facts found by the 
court, are merely matters of inducement, 
explanatory of these essential facts, and 
establishing the connection of the plain- 
tiffs with the cause of action originally 
vested in Lovejoy. 

The instrument which Lovejoy received 
from the defendant was drawn by it upon 
a bank, and is therefore a check. Civ. 
Code, § 3254. It is none the less a check, 
though drawn by another banker. It was 
drawn at the direction of Lovejoy to the 
order of B. F. Smith, for the purpose of 
having him collect the same from the 
Pacific Bank and place the amount to the 
credit of Lovejoy’s indebtedness to him, 
Although Lovejoy sent the check by mail 
to Smith, it was never received by Smith, 
and consequently remained the property 
of Lovejoy. The payment by the Pacific 
Bank on February 5th upon a forged in- 
dorsement gave to that bank no rights 
against the defendant, either to retain the 
check, or to claim a reimbursement for 
the amount paid. Janin v. Bank, g2 Cal. 
14. Smith’s demand upon the bank for 
the payment of the check on the 17th of 
February was in legal contemplation as 
the agent of Lovejoy, and the refusal of 
the bank to pay him wasa dishonor of 
the check. The possession of the check 
at that time by the bank obviated any 
necessity of its physical presentation by 
Smith. The notice to the defendant of 
this dishonor fixed the liability of the de- 
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fendant to Lovejoy for the money origin- 
ally paid by him for the check. He was 
not required to enforce this liability im- 
mediately, but could bring his action 
therefor at any time before it should be- 
come barred by the statute of limitations. 

When the defendant received this no- 
tice of the dishonor of its check, its prop- 
er course was to demand from the Pacific 
Bank either the return of the check, if it 
was of the opinion that it had been prop- 
erly paid, or, if not, of the money which 
it had provided for its payment. Its 
cashier testified that it ceased to transact 
business through the Pacific Bank in 
August of that year. In the usual course 
of business, there would then have been a 
settlement of the account between them, 
and the defendant would have demanded 
the return to it of the check, or of the 
money which it had provided for its pay- 
ment. Instead thereof, it permitted the 
bank to retain the check, and did not in- 
sist upon the return of the money. If by 
reason of this conduct the defendant has 
sustained injury, it is to be borne by it- 
self, and not by Lovejoy or his assignee, 
It received notice of the dishonor of the 
check soon after it was made, and, al- 
though it appears that some correspond- 
ence in reference thereto was had between 
it and the Pacific Bank, it took no steps 
to protect itself, but appears to have re- 
lied upon its view, as expressed in one of 
the letters of its cashier, that it was under 
no responsibility in the matter. In thus 
assuming that the payment by the Pacific 
Bank was properly made, and was a dis- 
charge of its obligation to Lovejoy, it was 
bound to show that the indorsement upon 
the check was genuine. 


When it appeared 
at the trial herein that this indorsement 
was a forgery, its liability for the money 
received by it from Lovejoy was estab- 


lished. Any delay in the presentation of 
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the check was available as defense by it 
only to the extent of the injury which it 
had suffered thereby. Civ. Code, § 3255. 
But there is no claim that it had suffered 
any injury thereby prior to its receipt of 
the notice of dishonor. Its only claim of 
injury is contained in the allegation in its 
answer that the Pacific Bank became in- 
solvent in 1893. Lovejoy’s right of 
action against it had, however, been fixed 
long prior to that date. 

Section 3177 of the Civil Code makes 
the rights and obligations of the drawer 
of the check the same as those of the first 
indorser of any other negotiable instru- 
ment; and section 3116, Id , declares that 
every indorser of a negotiable instrument 
warrants to every subsequent holder there- 
of who is not liable thereon to him “(4) 
that, if the instrument is dishonored, the 
endorser will upon notice thereof duly 
given to him, or without notice where it is 
excused by law, pay the same with in- 
terest.” The action of the court in 
awarding to the plaintiffs interest upon 
the check from its date was in accordance 
with these provisions. By the breach of 
the defendant’s agreement it became liable 
to Lovejoy for interest upon the money 
from the time it had received 
him, 


it from 


The introduction of the letters testa- 
mentary to the plaintiffs was sufficient 
evidence of the death of Smith, and of an 
order of the superior court appointing 
them as his executors. Dennis v. Bint, 
122 Cal. 39. The production of the check 
at the trial without any indorsement of 
the payee was evidence that it had not 
been paid to Smith, and there was no 
evidence tending to show that it had been 
paid to him. 


The judgment and order are affirmed. 
We concur, Van Dyke J. Garoutte, J. 
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CERTIFICATE OF DEPOSIT. 


$5,000 certificate payable six months after date with 6 per cent. interest—Paymer 
demanded nearly ten years after date—Bank liable, not for $5,150 only 
but for $7,993.33 being amount and interest to time of demand— 
Certificate not due until demanded—Bank had power 
to callin, or reduce interest by notice. 


Bank of Commerce v. Harrison, supreme court of New Mexico, October 1, 1901 


1. A certificate of deposit, like a deposit 
credited in a pass book, represents money 
actually left with the bank for safe-keep- 
ing. Itis to be retained by the bank un- 
til demanded by the depositor, and the 
statute of limitations does not begin to 
run against it until presentation and de- 
mand of payment. 


expiration of the time limit, to call in a 
certificate of deposit,or to reduce the rate 
of interest agreed to be paid thereon, by 
proper notice to the holder of the certifi- 
cate. 


(Syllabus by the Court.) 


Action by George W. Harrison against 


THE BANK OF COMMERCE. 
Albuquerque, N. M., 


Certificate for $5,000. 


Dec. 13, 1890. 


No. 1,022. 


This certifies that Dr. G. W. Harrison has deposited in this bank five thous- 


and oo-1oo dollars, which is payable on the return of this certificate, properly in- 


dorsed, six months after date, with interest at the rate of six per centum per annum. 


2. The rule which applies to negotiable 
instruments has no application to a certi- 
ficate of deposit until the certificate has 
been indorsed and transferred by the 
original holder. Then a new relation 
arises between all parties, which must be 
tested by the rules and customs of the law 
merchant. 

3. The time limit in a certificate of de- 
posit fixes the time the deposit must re- 
main with the bank before the depositor 
will be entitled to interest thereon. If a 
depositor withdraws his deposit before 
the expiration of the time limit, he there- 
by waives all claim of interest. It is 
within the power of the bank, after the 


W. S. STRICKLAND, 


Cashier. 


the Bank of Commerce. Judgment for 
plaintiff. Affirmed. 


This is an appeal from a judgment re- 
covered by Harrison against the Bank of 
Commerce for the sum of $7,993.33 on a 
certificate of deposit issued by the bank 
to Harrison. In December,18g90, George 
W. Harrison, the appellee, deposited 
with the Bank of Commerce,the appellant 
the sum of $5,000, and received from the 
bank a certificate of deposit therefor, in 
the above shown form. 

This certificate was made on a printed 
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blank form. The words “six months after 
date, with interest at the rate of six per 
centum per annum” were written in at the 
end of the blank, and above the signature 
of the cashier. 

On April 19, 1900, Harrison caused 
this certificate of deposit to be presented 
to the Bank of Commerce for the purpose 
of returning the same to the bank, as pro- 
vided in the certificate, and demanded 
payment thereof in the sum of $5,000 and 
interest thereon from the 13th day of 
December, 1890. The bank refused to 
make payment, and protest was then and 
there made on account of the non-pay- 
ment of the certificate. 

On August 15, 1900, Harrison filed his 
complaint, setting forth the making and 
delivery of the certificate of deposit, de- 
mand of payment, and refusal on the part 
of the bank. The bank demurred to the 
complaint on the grounds: First, that 
the cause of action accrued more than six 
years before the commencement of the 
action, and is barred by the statute of 
limitations; second, the agreement of the 
bank was to pay only $5,000 and interest 
for the period of six months; third, pro- 
test was unnecessary. Concurrent with 
this demurrer, and on the same day, the 
bank filed its answer, which—First, ad- 
mitted the making and delivery of the 
certificate of deposit; second, denied that 
it refused to pay the sum of $5,000 at the 
time demand of payment was made, and 
alleges that the bank offered to pay the 
sum of $5,000 and interest thereon for the 
period of six months, which was refused 
by the holder of the certificate; third, the 
bank has at all times since six months 
after the making and delivery of the cer- 
tificate of deposit been ready to make 
such payment, and now brings the money 
into court, to wit,the sum of $5,150 being 
the amount of the certificate and six 
months’ interest thereon; fourth, alleges 
the rule and custom of the bank as to 
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payment of interest on certificates of de- 
posit, of which plaintiff had knowledge; 
fifth, alleges that the cause of action set 
forth in plaintiff's complaint did not accrue 
within six years previous to the commence- 
ment of the action. 

The plaintiff thereupon demurred to 
the answer upon the following grounds: 
First,the answer does not state facts suffi- 
cient to constitute a defense; second, the 
sum tendered by the bank in payment was 
not the full amount due on the certificate 
of deposit; third, the allegation that the 
bank was at all times after the expiration 
of six months from the making and delivery 
of the certificate of deposit ready to pay 
the amount due thereon constituted no 
defense; fourth, that the terms of the 
certificate of deposit did not require the 
plaintiff to present it for payment at the 
expiration of six months subsequent to 
the making and delivery thereof; fifth, 
that the rule or custom of the bank can- 
not vary the terms of the certificate; 
sixth, that plaintiff’s cause of action did 
not accrue until the month of April next 
preceding the commencement of this 
action. 

On the hearing of these demurrers the 
court overruled the defendant’s demurrer 
to the complaint, and sustained the de- 
murrer of the plaintiff to the answer, and 
held that the plaintiff's complaint was 
sufficient in law to justify recovery. The 
defendant declined further to plead, and 
judgment absolute was ordered in favor 
of the plaintiff and against the defendant 
for $7,993.33 being the amount of the cer- 
tificate of deposit and interest thereon at 
the rate of 6 per centum per annum from 
the date of the certificate up to the ren- 
dition of judgment. Defendant prayed 
appeal! to this court, which was allowed. 

McMillan, J. (after stating the facts). 
The transaction of Harrison with the 
bank, upon which the certificate in ques- 
tion was issued, was a deposit, and not a 
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loan, The certificate so stated on its 
face, ‘‘This certifies that Dr. G. W. Har- 
rison has deposited,” etc., and it was so 
recognized by the parties tothe trans- 
action. This cause must therefore be 
considered and disposed of on this basis. 
The rule which applies to negotiable in- 
struments should not be invoked with 
reference to a certificate of deposit until 
the certificate has been indorsed and 
transferred by the original holder. Then 
a new relation arises between all the par— 
ties, which must be tested by the rules 
and customs of the law merchant other 
than those applicable to the case at bar. 
With the exception of its negotiable char- 
acter, there is no distinction between a 
certificate of deposit and an ordinary de- 
posit written ona bank book. Daniels, 


Neg. Inst. § 1698a,says: ‘‘The very nature 
of the instrument,and the ordinary modes 
of business, show that a certificate of de- 
posit, like a deposit credited in a pass 
book, is intended to represent moneys 


actually left with the bank for safe-keep- 
ing, which are to be retained until the de- 
positor actually demands them; and it is 
not dishonored until presented.” 

A deposit draws no interest, is payable 
on demand, and the statute does not run 
against it. These are the inherent char- 
acteristics of a bank deposit, unless modi- 
fied by some written condition. The or- 
dinary deposit may be, and often is,modi- 
fied by an entry in the bank book to the 
effect that interest will be allowed on all 
sums remaining on deposit for a term 
specified, or on monthly or quarterly bal- 
ances. So, too, the terms of a certificate 
of deposit may be, and often are, modified 
by conditions written into it. The trend 
of authorities is, however, that the statute 
of limitations does not begin to run on a 
certificate of deposit until it has been 
presented for payment and demand made. 
In Daniels, Neg. Inst. § 17072, it is stated: 
“If the statute of limitations begins to 
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run at once, suit must,of course, be main- 
tainable at once, and therefore no prior 
demand would be necessary. But suchis 
not the usual contemplation of either the 
depositor or the bank. * * * The 
better opinion seems to us to be that the 
statute of limitations only begins to run 
when there is an actual demand of pay- 
ment in due form, and that such demand 
must precede a suit. The bank may—in- 
deed, we think, has the right to—pay the 
demand certificate at any time, for the 
reason that the policy of the law inter- 
dicts a perpetual loan; and, while the 
creditor holding the certificate may not 
regard the bank as in default, and is not 
himself in default until a demand has been 
made, yet these circumstances should not 
prevent the operation upon their certifi- 
cates of deposit of the ordinary principle 
that a debtor owing a demand loan has 
the right to pay at any time.” 

In the case of Pardee v. Fish, 60 N. Y. 
265, the court says: “It is recognized that 
there is no right of action upon the certi- 
ficate of deposit in ordinary form, issued 
by a bank, until demand of payment has 
been made.” In Payne v. Gardiner, 29 
N. Y. 146—169, it is said: ‘*The reason 
assigned by the learned judge why a 
special demand should be made in such a 
case is ‘that no one could desire to receive 
mecney in deposit for an indefinite period, 
with the right in the depositor to sue the 
next moment, and without any prior in- 
timation that he wished to recail the 
loan.’ This presents the whole argument. 
The injustice of the opposite rule is so 
apparent that it needs but to be stated in 
order to be rejected. * * * I enter- 
tain no doubt but that the transaction in 
question was a deposit,and that the 
rights and liabilities of the parties are 
precisely the same as if the money had 
been in the bank; and hence there was no 
right of action against the depositaries 
until actual demand made,and the statute 
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of limitations began to run from the same 
time.” 

In Howell v. Adams, 68 N. Y. 314, it is 
said: ‘*The defendant insists that the 
cause of action on the certificate, issued 
in 1863, was barred by the statute of lim— 
itations. The action was commenced in 
1871, and it is claimed that the right of 
action accrued immediately on the issuing 
of the certificate, without previous de- 
mand. * * * We think itis in accord- 
ance with the general understanding of 
the commercial community that a bank is 
not liable to depositors except after de- 
mand of payment. The fact that a certi- 
ficate is given on a deposit being made, 
payable on the return of the certificate,in- 
stead of leaving the deposit subject gener- 
ally to check or draft, does not change 
the reason of the rule that the banker 
must first be called upon for payment be- 
fore an action can be maintained.” 

In the case of Munger v. Bank, 85 N. 
Y. 580, the court says: ‘‘As the certificate 


of deposit was a negotiable instrument, 
and was, by its terms, payable only on 
the return of it to the bank that had issued 
it, it never accrued due and payable— 
never matured—until a return of it, and 


demand of payment made of it. This is 
of importance, and we think did not have 
full weight in the formation of the judg- 
ment of the court below. In the opinion 
at special term,which we have mentioned, 
a distinction is made between a debt 
which, by the terms of the instrument, is 
due and payable, not at a certain day, but 
at atime to be determined by an act of 
the holder, and at his option. But the 
authorities in this state are that no right 
of action exists against a depositary of 
money until an actual demand of it, and 
that such is the case although it is in the 
power of the owner of the deposit to 
make it due and payable at any time by 
his own act of making the demand.” 

In Smiley v. Fry, 100 N. Y. 262, it is 
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said: “Being a deposit, a demand of the 
money was essential to a right of action, 
unless there was a wrongful conversion 
or loss by some gross negligence on the 
part of the depositary. The distinction 
between a deposit and a loan is considered 
in Payne v. Gardiner, supra, and within 
the rule there laid down the instru- 
ment in question was a certificate of 
deposit, and in such a case no indebtedness 
arose by reason of such deposit until a 
demand was made for the amount de- 
posited. ® * * As the instrument in 
question was not a promissory note, but 
a certificate of deposit, the defense of the 
statute of limitations interposed by the 
defendants was not available, for the 
reason that the demand of the money de- 
posited was not made prior to six years 
before the commencement of the action.” 
It therefore seems clear, from the author- 
ities quoted,and the application of general 
legal principles, that a certificate of de- 
posit in the ordinary form is not due un- 
til presentation and demand of payment 
made, 

In the case at bar a condition was 
written into the certificate, and the main 
question presented on this appeal is the 
legal construction to be given this condi- 
tion. The certificate recites that a de- 
posit of $5,000 had been made by Harrison, 
which was payable on the return of the 
certificate properly indorsed. The con- 
dition follows, in these words: “Six 
months after date, with interest at the 
rate of six per centum per annum.” It is 
clear that an agreement had been reached 
between Harrison and the bank that he 
should have interest at the rate of 6 per 
centum per annum, so that the technical 
question is the consideration of the effect 
of the words ‘‘six months after date,” 
written into the certificate. It is urged 
on the part of the appellant that in the 
case of a certificate due on demand it 
partakes of the characteristics of a prom- 





954 THE BANKING LAW JOURNAL. 


issory note, and no demand is necessary, 
but that the statute of limitations begins 
to run immediately the certificate is is- 
sued. If this contention were true, in- 
terest would attach at once to the certifi- 
cate as overdue paper, and words written 
into the certificate as to interest would 
have no application, except as to the rate 
of interest to be paid. In the case at bar 
the legal rate and the rate agreed upon 
are identical, so that we are led to the 
conclusion that the parties understood 
that the certificate would not draw inter- 
est from its date, or from the expiration 
of six months from its date, without de- 
mand; but, to entitle the holder to any 
interest, the condition as to interest must 
be written intothe certificate. This being 
a deposit, and not a loan, it is clear the 
holder of the certificate could withdraw it 
from the bank at any time, except as lim- 
ited by the conditions written into the 
certificate, which, when legally construed, 
mean nothing more or less than this: If 
the depositor allowed the deposit to re- 
main with the bank for a period of six 
months, or more, he would be paid inter- 
est at the rateof 6 per cent. for the period 
of time the deposit remained with the 
bank; if the deposit were withdrawn be- 
fore the expiration of six months, all in- 
terest would be forfeited. A time limit in 
the certificate of deposit is part of the 
agreement whereby the bank agrees to 
pay interest. If the deposit is allowed to 
remain with the bank for the period speci- 
fied in the time limit, the bank can afford 
to pay the interest stipulated. The time 
limit is agreed upon and written into the 
certificate of deposit because the bank 
can illy afford to pay interest if the de- 
posit is left for an indefinite period at the 
option of the depositor. If the depositor 
sees fit to waive his interest, he may with- 
draw his deposit at any time, even when 
there is a time limit; but he cannot have his 
deposi' and interest if the deposit is with— 


drawn befure the expiration of the time 
limited in the certificate of deposit. This 
is the only just and legal construction that 
can be given the language used in the 
certificate. 

It cannot be said that the words written 
into the certificate are clear and specific, 
and that different constructions may not 
be contended for with a degree of plausi- 
bility; but in Payne v. Clark,23 Mo. 261, 
262, the court says: “If bankers wish to 
obtain the advantages sought in this case, 
there is no hardship in requiring them to 
express their contract in such terms as 
will not mislead.” In this last case the 
certificate was substantially on all fours 
with the certificate in this case, and of 
which the court says: ‘Here is an instru- 
ment in writing, by which money is due, 
with interest, sixty days after date, on 
presentation of the instrument. Will any 
one say that the money on that instrument 
is not due sixty days after date? If it be 
necessary to present the instrument in 
order to maintain action on it, how does 
that affect the question of interest under 
the statute? This is a question to be de- 
termined by our statute law, and for its 
solution we do not look to the laws,usages 
and customs of other places. Persons 
not initiated in the mysteries of banking 
would take it for certain that such certifi- 
cates would carry interest without inter- 
ruption until they were paid, and, in their 
simplicity, would naturally suppose that 
the longer they were suffered to run the 
more the bankers would be benefited.” 

Thissame question was considered in 
Cordell v. Bank, 64 Mo. 600, in which the 
court says: “The only question presented 
is whether a certificate of deposit payable 
six months after date, with interest from 
date at six per cent. per annum, continues 
to bear that rate of interest after the arri- 
val of its maturity,although not presented 
when that period arrives. An affirmative 
answer to just this question was returned 
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by this court twenty-one years ago in 
Payne v. Clark, 23 Mo. 259.” 

In Zane, Banks, § 169, p. 290, it is laid 
down as a settled principle that ‘‘the rule 
ought to be,in reason and common sense, 
that the statute begins to run, both upon 
deposits and upon certificates of deposit, 
whether payable on demand or not, from 
the demand, or from the refusal to pay the 
deposit, or something equivalent thereto, 
—such as a notification that the bank will 
not pay, or its suspension.” There is no 
doubt that, if the bank desired to stop 
the payment of interest on the certificate 
in question, it was its privilege to seek 
out the holder, and tender payment 
thereof. It also has the right to reduce 
the rate of interest by notice to that effect, 
leaving it to the option of the holder of 
the certificate to return the same and ac- 
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cept his money, or toallow it to remain on 
deposit under such new conditions as the 
bank may impose. The certificate of de- 
posit in the case at bar not having been 
presented for payment within six months 
after the making and delivery thereof, 
it drew interest at the rate of 6 per centum 
per annum up to the time of payment, and 
the statute of limitations would not begin 
torun against the certificate until after de- 
mand of payment had been made of the 
bank, and payment had been refused. 

For the foregoing reasons, the judgment 
herein is affirmed, and it is so ordered. 


Parker and McFie, JJ., concur. 


Crumpacker, J., having tried the case 
below, did not participate in this decision; 
nor did Mills, C. J.,who did not hear the 
argument on appeal. 


VOUCHER CHECK. 


Account and receipt designed to become draft on debtor—Signature of receipt in 
creditor’s name by unauthorized party—Collection through bank—Non- 
liability to creditor of bank cashing voucher. 


Louisville and Nashville R. R. Co. v. J. J. Johnson, banker, Supreme Court of Ala- 


bama, 


A debtor approved his creditor’s ac- 
count and connected it with a form of re- 
ceipt stating that when properly signed, it 
became a draft for the amount upon the 
debtor. This being sent to the creditor, 
fell into the hands of a third party, who, 
without authority, signed the creditor’s 
name to the receipt and cashed it at a lo- 
cal bank. From that bank,the document 
passed through two other banks by in- 
dorsement, and was paid by the debtor to 
the last bank. In an action by the cred- 
itor against the local bank who cashed 
the receipt for the unauthorized signor, 
recovery is denied, it being 

Held: There was no privity of contract 
between plaintiff and defendant, and the 
voucherin question was not a draft, in 
the sense that that term is used in com- 
mercial law, so asto make defendant bank 
liable on its indorsement. 


IgOT. 


Appeal from Circuit Court, Geneva 
county. John P. Hubbard, Judge. 


Action by the Louisville & Nashville 
Railroad Company v. J. J. Johnson. Judg- 
ment for defendant. Plaintiff appeals. 
affirmed. 


SHARPE, J. This suit depends on facts 
which are undisputed. 

The plaintiff for the purpose of settling 
a debt it owed to the Converse Bridge 
Company, prepared a statement of claim 
in the form of an approved account, hav- 
ing thereon a form of receipt in blank, 
together with a statement that 

“This voucher, when properly signed 
becomes a draft, without exchange, on 
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the Treasurer of the Louisville & Nash- 
ville Railroad Co., at Louisville, Ken- 
tucky.” 

This paper the plaintiff directed through 
the mail to the bridge company and it 
came to the hand of one Watson, who 
had been in the bridge company’s em- 
ploy. Watson, pretending to have au- 
thority to represent the bridge company, 
but lacking such authority, wrote at the 
end of the receipt 

‘*Converse Bridge Company, 

by J. Watson,” 
and handed the paper to the cashier of 
defendant’s bank, who, acting for the de- 
fendant, paid Watson the amount of the 
claim. The cashier wrote his name as a 
witness to the signature written by Wat- 
son on the receipt, indorsed the paper in 
the name of the Planters Bank, under 
which name the defendant conducted a 
private banking business, and sent it to 
the Citizens National Bank in Pensacola, 
Florida, wherein the amount of the claim 
was placed to the defendant’s credit. The 
Pensacola bank indorsed the paper and 
sent it to the Louisville Banking Com- 
pany, to which the plaintiff, by its treas- 
urer, paid the amount of the claim on 
presentation of the paper. Before pay- 
ing, the plaintiff had no knowledge of 
Watson's lack of authority to sign the re- 
ceipt, and it is not shown that the defend- 
ant had such knowledge before this svit 
was brought. 

To establish a right of action in as- 
sumpsit, the plaintiff was under the ne- 
cessity of proving that there existed be- 
tween the plaintiff and defendant some 
privity of contract, created by express 
promise or by implication of law. The 
authorities cited in briefs bearing on rights 
and liabilities of parties to commercial 
paper are without application. The 
voucher in question was not a draft, in 
the sense that the term “draft” is used in 
commercial law. It amounted to no more 
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than the plaintiff’s written admission of a 
debt, with a direction to its treasurer to 
pay it after the receipt was signed. Lack- 
ing the requisites of commercial paper as 
to parties and otherwise, it was not with- 
in the power, even if it was the intention 
of the plaintiff, to put the writing in cir- 
culation as commercial paper by stipula- 
ting that it should become a draft when 
signed. No fraud being imputed to the 
defendant, his indorsement of the paper 
has effect only to evidence the assertion 
on his part of a right to transfer or col- 
lect the claim, together with the fact of 
transfer. Whether in collecting from the 
plaintiff the Louisville Banking Company 
was acting for defendant, as the supposed 
transferee of the claim, or for the Pen- 
sacola bank, is not clearly shown; but 
there is no evidence from which it can be 
inferred that it was acting for or on be- 
half of defendant, or that the plaintiff's 
money was paid, received or used for de- 
fendant’s benefit. The contrary infer- 
ence would seem to arise from the fact 
that the Pensacola bank gave credit to 
the defendant on receiving the claim, 
which fact, being unexplained, may only 
indicate that as between the bank and de- 
fendant, a sale and transfer of the claim 
was intended. If the defendant is liable 
upon the theory that he sold property to 
which he had no title, the liability exists 
in favor of his vendee, who may be the 
Pensacola bank. The plaintiff is not 
privy to that transaction and its recourse, 
if any, would seem to be upon the party 
who collected from it without authority. 

There being no phase of the evidence 
under which plaintiff could have recov- 
ered, defendant was entitled to the 
charge given in his favor; and the rulings 
on evidence, even if they resulted in the 
admission of immaterial evidence, were 
not injurious to the plaintiff and are 
therefore no ground for reversal. 

Let the judgment be affirmed. 
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MORTGAGE COLLATERAL. 


Authority to pledgee to sell note and mortgage—Right of foreclosure not thereby 
curtailed— Deficiency judgment. 


Farmers and Merchants Bank of Stockton v. Copsey, supreme court of California 
October 10, 1901. 


The purchaser of real estate, encum- 
bered by a note and mortgage held by a 
bank, assumed said note and mortgage, 
and executed his own note and mortgage 
to the bank to pay the same, assigning to 
the bank, as collateral, the first note and 
mortgage, with authority to the bank to 
dispose of such collateral by public or 
private sale. Instead of selling such col- 
lateral, the bank foreclosed it by judicial 
sale, and docketed a deficiency judgment 
against the purchaser, which this action 
is brought to collect. 

Held: 1. The right of the bank to 
foreclose the first note and mortgage by 
judicial sale was not lost because of the 
authority given it to sell the same. The 
bank was not restricted to this method of 
realization, which was not exclusive, and 
had the right, if it saw fit, to foreclose 
the security, rather than sell it. 

2. The bank had the privilege of tak— 
ing the deficiency judgment against de- 
fendant alone, and of omitting to take it 
against the original mortgagor, and the 
fact that it did so, does not relieve de- 
fendant from liability for the deficiency. 


Department 1. Appeal from superior 
court, San Joaquin county; G. W. Nicol, 
Judge. 

Bill by the Farmers’ & Merchants’ 
Bank of Stockton against Fred Copsey 
and wife. From a judgment in favor of 
plaintiff, and from an order denying a 
motion for a new trial, defendants appeal. 
Affirmed. 

Per Curiam. Defendants appeal from 
the judgment and order denying their 
motion for a new trial. The facts are 
substantialiy as follows: In October,18g92, 
one William H. Beckman conveyed cer- 


tain real estate to defendant Fred Copsey. 
At the time of the conveyance the prem- 
ises were incumbered by a mortgage given 
by said William H. Beckman to one Henry 
Beckman to secure a promissory note for 
the sum of $4,357, and by the terms of 
the conveyance the said Fred Copsey as- 
sumed and agreed to pay the said note 
and mortgage so made by said William H. 
to Henry Beckman. 

Prior to June 17, 1895, the said Henry 
Beckman had become indebted to plain- 
tiff, and had assigned the said note and 
mortgage to plaintiff as collateral for such 
indebtedness. On the last-named date 
there remained due and unpaid upon the 
said note and mortgage the sum of §3,- 
250, and defendants (who are husband 
and wife),in order to pay the same, agreed 
to and did execute their note and mort- 
gage upon the same premises to plaintiff 
for the said sum of $3,250 and also as- 
signed and deposited the Beckman note 
and mortgage as collateral to plaintiff for 
their said note. The Beckman note so 
secured by mortgage had been indorsed 
and assigned by Henry Beckman. 

In the written assignment made by de- 
fendants to plaintiff of the Beckman note 
and mortgage, the plaintiff was authorized 
at any time, with or without notice, at 
public or private sale, to sell and dispose 
of the Beckman note and mortgage so 
held by it as collateral. It was provided 
in the assignment that, in case of a sale 
of the Beckman note and mortgage by 
plaintiff, the balance, after paying costs 
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and expenses, and the amount due by 
defendants on their note, should be paid 
to defendants. Defendants also agreed, 
in the assignment, that they would pay to 
plaintiff ‘‘whatever balance may be due 
after sale of securities and application of 
proceeds.” 

Plaintiff commenced foreclosure pro- 
ceedings on the Beckman mortgage in 
August, 1896, against William H. Beck- 
man, defendant Fred Copsey, and others 
and procured a decree of foreclosure in 
due course. After sale of the premises 
under the decree and order of sale, and 
the application of the proceeds, there re- 
mained a deficiency, for which judgment 
was docketed against defendant Fred 
Copsey. Defendant Margaret was not 


made a party to said foreclosure suit. 
The deficiency judgment remaining un- 
paid, this action was commenced thereon, 
and resulted in judgment against defend- 
ants for the amount of said deficiency re- 
maining due to plaintiff, to wit, $1, 100.85 


and costs. 

Appellants’ main contention is that the 
plaintiff had no right to foreclose the 
Beckman note and mortgage by judicial 
sale, for the reason that the assignment 
authorized plaintiff to sell the note and 
mortgage. It is said the note and mort- 
gage were held by the plaintiff as pledgee, 
and that the defendants, as pledgors, had 
authorized a sale, and therefore this 
method only should have been pursued. 
We think the authority was given for the 
benefit of the pledgee,—the plaintiff, — 
and was not exclusive. Where a special 
power is given to sell negotiable paper 
taken as collateral security upon default 
in the payment of the debt, the power is 
not exclusive. It is considered in Jaw as 
given, not for the purpose of restricting 
or curtailing the rights of the pledgee, but 
forthe purpose of enlarging his rights,mak- 
ing the pledge more advantageous to him 
by givinghim a more effectual and speedy 
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means of obtaining money from his s 
ity. He may in such case bring an action 
in equity to foreclose the security. Jones; 
Pledges, §$§ 645,651; McArthur v. Magee, 
114 Cal. 129. And such proceeding ts 
expressly authorized by Civ. Code, § 3011 
which provides: ‘‘Instead of selling pro- 
perty pledged as hereinbefore provided, a 
pledgee may foreclose the right of redemp- 
tion by judicial sale, under the direction 
of a competent court; and in that case 
may be authorized by the court to pur- 
chase at the sale.” The Civil Code fur- 
ther provides (section 3006): “A pledgee 
cannot sell any evidence of debt pledged 
to him, except the obligations of govern- 
ments, states, or corporations; but he 
may collect the same when due.” In this 
case the plaintiff did the very thing auth- 
orized by the above section, by proceed- 
ing to collect the obligation. 

Further it is contended that the plain- 
tiff released the defendants by not taking 
the deficiency judgment against William 
H. Beckman in the foreclosure proceed- 
ings. A conclusive answer to this is that 
the debt of William H. Beckman had been 
assumed by defendants. They gave their 
own note and mortgage for the purpose 
of paying it. They also assigned the 
Beckman note and mortgage as collateral, 
and in the assignment expressly agreed 
‘to pay on demand * * * whatever 
balance may be due after sale of securities 
and application of proceeds.” The fact 
that plaintiff took the Beckman note and 
mortgage as collateral for a note and 
mortgage of defendants upon the same 
property indicates that plaintiff had in 
mind the personal liability of William H. 
Beckman upon the note. But, if plaintiff 
chose to waive this security, it could not 
have injured defendants. In fact, there 
is no reason why plaintiff could not have 
entirely disregarded the Beckman note 
and mortgage, and brought suit against 
defendants upon the note and mortgage 


cur- 
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executed by them. They became the 
principals, and the Beckman note and 
mortgage merely collateral. Neither does 
the fact that plaintiff took a deficiency 
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judgment against defendant Fred Copsey 
alone prevent it from maintaining this 
action upon the express agreement. 

The judgment and order are affirmed. 


WAIVER BY INDORSER. 


Promissory Note—Indorser “guarantying payment and waiving demand, protest and 
notice’”—Character of liability—Delay in enforcement. 


Delsonan v. Friedlander, etal. supreme court of Oregon, October 21, 1got. 


A four months promissory note by B 
to F was before maturity, indorsed in 
blank by F and sold to plaintiff. At ma- 
turity, F signed on the back the follow- 
ing: 

‘‘Nov. 20, 1893, for value re- 
ceived, I guaranty payment of 
the within note, and waive de- 
mand, notice of protest, and pro- 
test.” 


Plaintiff did not demand payment at 
maturity, and did not protest the note. 
B, the maker, was then solvent and able 
to pay, and so continued for three years; 
then failed. In an action thereafter 
brought by plaintiff against F, the latter 
claimed he was a guarantor, and discharged 
by plaintiff's neglect for more than three 
years to collect from B, while solvent. 

Held: Ihe undertaking of F on the 
back of the note waiving demand, protest 
and notice, was as indorser, and not as 
guarantor; no new consideration was 
necessary to uphold it, and F is con- 
sequently liable. 

This makes it unnecessary to consider F’s 
liability on the theory that he was a guar- 
antor; but even here, the weight of auth- 
ority is that a guaranty of payment is an 
absolute undertaking, that no demand or 
notice of non-payment is necessary to fix 
the guarantor’s liability, and that mere 
passiveness on the part of the holder will 
not release the guarantor, even if the 
maker was solvent at maturity and there- 
after became insolvent. 


Appeal from circuit court, Multnomah 
county; Alfred F. Sears, Jr., Judge. 
Action by Joseph Delsman against S. 


H. Friedlander and others. Froma judg- 
ment in favor of plaintiff, defendant 
Friedlander appeals. Affirmed. 

It is stated in the complaint that for 
value the defendants I. W. Baird and A. 
M. Baird, on July 19, 1893, executed to 
the defendant Friedlander their promissory 
note for $1,000 payable four months after 
date; that on November 20, 1893, the de- 
fendants S. H. Friedlander and John D. 
Wilcox, for value received, indorsed and 
guarantied payment of said note, waiving 
demand, notice of protest, and protest 
thereof,and delivered the same so indorsed 
to this plaintiff,who is now the owner and 
holder thereof. 

The answer of Friedlander sets upa dis- 
charge by reason of plaintiff’s failure to 
make proper demand and give notice of 
nonpayment, and his delay and neglect to 
seasonably enforce collection while the 
defendants Baird were solvent. 

Trial was had without a jury, and the 
court found as conclusions of fact: 

(1) That the note in question was exe- 
cuted in manner as alleged. 

(2) “That in August, 1893, the plaintiff 
bought said note from the defendant S. 
H. Friedlander, and paid to him at said 
time the sum of $900 therefor, becoming 
then the owner and holder of the note, 
and he has ever since been such owner and 
holder thereof. That at that time said 
defendants Friedlander and Wilcox in- 
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dorsed said note in blank, and delivered 
same to the plaintiff. 

(3) hat November 20, 1893, was the 
maturity and dateof payment of said note. 
That on said date the plaintiff, through 
his agent, the United States National 
Bank of Portland, Oregon, requested the 
defendants Friedlander and Wilcox to sign 
the following indorsement and guaranty, 
to wit: ‘November 20, 1893, for value re- 
ceived, I or we hereby guaranty payment 
of the within note, and waive demand, 
notice of protest, and protest.’ 

(4) That said defendants Friedlander 
and Wilcox signed said above-mentioned 
indorsement and guaranty, and plaintiff 
did not make demand upon the makers 
for payment of said note at its maturity, 
and did not protest same. 

(5) That the only consideration for said 
indorsement and guaranty was that plaintiff 
did not go to the trouble and expense of 
protesting said note, which he would 
otherwise have done. 

(6) That at the time of maturity of said 
note both the makers of said note had 
property out of which payment would 
have been made,and both were financially 
able to pay the same,and remained so for 
nearly three years after the maturity of 
the note, but the plaintiff neglected to 
take any steps toenforce payment against 
said makers during said time or since, ex- 
cept the commencement of this action.” 

And as a conclusion of law that the de- 
fendants were liable. Judgment having 
been entered accordingly, Friedlander ap- 
peals, 

Wolverton, J. (after stating the facts). 
The appellant maintains that the legiti- 
mate deductions from the findings of the 
court are that he isa guarantor, and that 
by reason of plaintiff's neglect for more 
than three years, while the defendants 
Baird remained solvent, to take any steps 
towards the collection of the note, he is 
discharged from the obligation. Primar- 
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ily,it may be stated asa legal proposition, 
sustained and established by the very great 
weight of judicial opinion,that a guaranty 
of the payment of a note or other obliga. 
tion is an absolute undertaking to pay it 
when due, and that no demand or notice 
of nonpayment is necessary or requisite 
to fix the liability of the guarantor; and 
that mere passiveness on the part of the 
holder will not release such guarantor,even 
if the maker was solvent at its maturity, 
and thereafter became insolvent. (Cit- 
ing decisions in Mich.; Minn.; Vt.; 
Neb.; Ill.; Conn.; Miss.; Mo.; N. H.; 
Me.; N. Y.; N.J.; Ohio;and Tenn.) And 
this court, so far as its adjudications go,is 
in harmony with the doctrine. Weller v. 
Henarie, 15 Or. 28. 

The Pennsylvania cases are technical, 
In Campbell v. Baker,46 Pa. 243, it is held 
that a guaranty of the payment of the note 
“when due” is broken by non-payment at 
maturity, and the guarantor is then liable 
upon his contract to the creditor, who is 
not bound to either pursue the principal 
or show his insolvency, while the converse 
is held where the language is, ‘‘I guaranty 
the payment of the within note;” thus 
drawing a distinction between an under- 
taking to pay at a definite time and one 
to pay the obligation generally. And in 
Massachusetts the doctrine was formally 
upheld in accordance with the appellant’s 
contention (Bank v. Haynes, 8 Pick. 423); 
but a later case has weakened the author- 
ity somewhat (Vinal v. Richardson, 13 
Allen, 521), and the trend of recent de- 
cisions seems to be in one direction only. 

This brings us to a consideration of the 
nature of Friedlander’s undertaking— 
whether as indorser or guarantor. Pre- 
sumably, parties enter into contracts in 
view of the law, and, when terms or con- 
ditions are employed, that they are to 
serve a purpose. No demand or notice 
being requisite to charge a guarantor, a 
waiver thereof would have been idle cere- 
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mony upon the hypothesis that it was in- 
tended that Freidlander should enter into 
that relation. But, if the stipulation of 
waiver is considered in connection with 
the idea that he was to become an indorser 
only, then it has an important meaning, 
which has a significant bearing upon the 
transaction. Very few laymen are aware 
of the technical sense in whichthe term 
“guaranty” is often employed in contracts» 
and more often they use it in its general 
sense, as signifying to agree, promise, or 
undertake; and we are constrained, in 
view of the language employed, and the 
attending circumstances, to construe the 
undertaking to be such as arises from an 
indorsement with waiver of demand, no- 
tice, and protest, and not as a guaranty. 
In this we are fully sustained by Bank v. 
Fisher (Cal.) 41 Pac. 490. 

The indorsement is alleged to have 
been made, and the note delivered 
November 20, 1893, but the findings show 
that the note was sold by Freidlander, 
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indorsed in blank by him and Wilcox,and 
delivered to the plaintiff in August, and 
that there was simply an indorsement of 
the waiver on November 20, 1893, the day 
the note fell due. Under these consider- 
ations the latter transaction is challenged 
as having been consummated without any 
consideration to support it. This speci- 
fic transaction was voluntary, no doubt, 
and intended to effectuate merely a waiver 
of demand and notice, which must other- 
wise have been made on that day by the 
holder,and no consideration was necessary 
to uphold it. That the indorsement was 
declared upon as having been made, and 
the note delivered, on November 2oth, is 
not of vital consequence, as it was com- 
petent to prove the transactions as they 
were actually consummated. Friedlander 
was, therefore, liable as an indorser, and 
this conclusion renders it unnecessary to 
consider the motion for nonsuit, as it is 
based upon the hypothesis that he was a 
guarantor. Affirmed. 


Wiar Revenue Official Decisions. 


STAMP TAX ON BONDS. 


Circular No. 610—Construction of para- 
graph 7 of schedule A of act of June 13, 
1898, as amended, imposing stamp tax 
on bonds, and liability of bonds of ad- 
ministrators and executors thereunder. 


TREASURY DEPARTMENT, 
Office of 
COMMISSIONER OF INTERNAL REVENUE, 
WasHInGTON, D. C. November 7, rgor. 

Paragraph 7 of Schedule A of the act 
of June 13,as amended by the act of 
March 2, 1901, reads as follows: 

Bond: For indemnifying any person or 
persons, firm or corporation who shall 
have become bound or engaged as surety 
for the payment of any sum of money, or 
for the due execution or performance of 
ithe duties of any office or position, and 


to account for money received by virtue 
thereof, fifty cents. 

This office has construed the above 
paragraph as imposing stamp taxes on 
two classes of bonds, as follows: 

1. Bonds for indemnifying any person 
or persons, firm or corporation who shall 
have become bound or engaged as surety 
for the payment of any sum of money. 

2. Bonds for the due execution or per- 
formance of the duties of any office or 
position, and to account for money re- 
ceived by virtue thereof. 

This construction was the same as was 
formerly made by this office upon almost 
the same language appearing in the act 
of July 1, 1862. That this construction 
was the only true one appears from the 
following considerations: 
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In the technical sense, a bond is an 
obligation in writing and under seal bind- 
ing the obligor to pay a sum of money to 
the obligee. * * * Under this defini- 
tion is included every sealed obligation 
for the payment of money, whether abso- 
lutely or upon condition. (See Am. 
Ency. of Law, 2d ed., vol. 4, p, 620.) 

There are two great classes of bonds— 
single bonds (simplex obligatio) and con- 
ditional bonds. A single bond is an ab- 
solute promise to pay money, usually 
executed without sureties. A conditional 
bond has a condition in the nature of a 
defeasance, upon the performance of 
which the obligation shall be void, or for 
the specified breach of which the obliga- 
tion in the nature of a penalty becomes 
payable. Conditional bonds are usually 
executed with sureties, and are primarily 
obligations to pay money. Therefore, as all 
bonds are obligations to pay money, Con- 
gress, in imposing a tax on bonds to in- 
demnify persons who shall have become 
bound as surety for the payment of any sum 
of money, covered all bonds which could 
be given to indemnify any surety on a 
bond. Consequently the second clause of 
said paragraph must refer to another class 
of bonds, viz, conditional bonds for the 
due performance of the duties of any 
office or position, and to account for 
money received by virtue thereof. 

The bonds of administrators, executors, 
guardians, receivers, and other fiduciaries 
appointed by State courts become liable 


to tax under the second clause of this 
paragraph, because such bonds are for 
the due performance of the duties of an 
office or position, and to account for 
money received by virtue thereof, and be- 
cause the exemption that was made in 
Schedule A of the war-revenue act of 
bonds required in legal proceedings was 
omitted in the act as amended. 

The word ‘‘position,” as used in the 
second clause of paragraph 7 above re- 
ferred to, is construed to refer to an em- 
ployment which could not be character- 
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ized properly as an office. Therefore, the 
bonds given by all officers or employees, 
whether public or private, conditioned for 
the due execution or performance of the 
duties of any office or position, and to 
account for money received by virtue 
thereof,are taxable, except that this office 
has ruled,in conformity with the decisions 
of the United States courts, that the offi. 
cial bonds of State, county, or municipal 
officers are exempt from tax. 

There is only one class of indemnity 
bonds taxable under the first clause of 
paragraph 7, namely, bonds to indemnify 
persons who have become sureties on 
other bonds. 

Bonds given by contractors for the due 
performance of public or private work 
require no stamps under the law as 
amended. 

Respectfully, 
Rost. WILLIAMS, Jr., 
Acting Commissioner. 


LEGACY TAX, 


Where a legacy tax exceeds $10,000, but 
by deduction of debts and legal expenses 
it appears that such legacy would be 
reduced to $10,000 or under, the execu- 
tor must make a return and file copy of 
the will and schedule of assets and 
liabilities. 

Office of Com’r, etc., Nov. 4, 1got. 

Sir: This office is in receipt of a letter 
dated the 31st ultimo, from Messrs. 
Beardsley & Beardsley,attorneys, Bridge- 
port, Conn., relative to legacy return to 
be filed in certain legacy cases. The 
parties have been referred to you. 

In reply, you will please inform them 
that in all cases where a bequest under a 
testator’s will exceeds $10,000 but, by 
the deduction of debts and legal expenses 
of an estate, it appears that the amount of 
such legacy is reduced toa sum not ex- 
ceeding $10,000 thus exempting it from 
tax, a legacy return on Form 4/19,revised, 
must be filed, together with the copy of 
the will, and a schedule of all the assets 
and liabilities of said estate. 

Respectfully, 
RoBERT WILLIAMS, JR., 
Acting Commissioner. 

Mr. W. Frank Kinney, Collector Inter- 

nal Revenue, Hartford, Conn. 
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8 Boe: department is carried on for the benefit of all subscribers, who are entitled to submit 
questions of general interest, and expect prompt and careful consideration thereof, with 


out charge. 
request is made to the contrary. 


Note Payable at Indiana Bank. 


, IND., Dec. 
Editor Banking Law Journal: 
DEAR S1R:—A promissory note is executed 
by the maker negotiable and payable at a bank 
in this state. The maker keeps an account with 
the bank at which the note is payable. The 
owner of the note indorses it and mails it to the 
bank at which payable, for collection. Has 
bank the right to pay the note out of the maker’s 
deposit, if in funds, or is 1t without authority, in 
the absence of an express instruction from the 
maker? What is the law of Indiana upon this 
point? 


3, Igol. 


Banker. 


The law of Indiana will be found stated 
in the case of Bedford Bank v. 
Ind. 584. 

One Acoam hada general deposit in 
the Bedford Bank, Bedford, Ind. and on 
acertain day, the bank received a note, 
indorsed to it for collection, payable by 
the depositor to Stone, Sons & Co. at 
the Bedford Bank. The bank remitted 
the amount due on the note to its corre- 
spondent and charged the account of its 
depositor with the sum remitted. This 
was done without notice to the depositor, 
or other authority, except such as the law 
implies from the fact that the note was 
negotiable and payable at the bank, and 
was duly indorsed and sent to it for col- 
lection. The depositor repudiated the 
act of his banker and sued the bank to 
recover an alleged balance, which he 
would have been entitled to recover un- 
less the bank had the right to set off the 


Acoam, 125 
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amount of the note in question. The 
bank acted in good faith, and there was 
no dispute but that the depositor owed 
the note. 

The court held that the bank had the 
right to pay the note out of the account. 
It said: 

“While we are not inclined to the view 
that a promissory note negotiable and 
payable at a bank in this state is, in all re- 
spects, the equivalent of a check drawn 
by the maker against a fund on deposit 
in the bank, so as to require the banker 
to pay the note on presentation out of 
funds applicable to that purpose, we can 
conceive of no valid reason why a note or 
bill thus drawn should not be held to 
authorize the banker to pay, and thereby 
become subrogated to all the rights of the 
holder to the same extent as if it had pur- 
chased the paper after maturity. One 
who has drawn a note or bill payable at a 
bank,must have done so for some purpose 
and he cannot he heard to say after his 
banker has paid a just debt for which he 
had given a note, to which the maker 
claims no defense, that the payment was 
wholly voluntary and unauthorized. In 
such a case, the banker who has paid the 
note, is entitled to hold itas the equitable 
owner or purchaser, and is entitled to set 
it off in a suit to recover a balance cue 
the depositor on general account.” 

While in this case, the bank was held 
justified in paying a note of its depositor, 
made payable at the bank, out of his ac- 
count, without his express instructions,we 
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do not think the decision goes far enough 
to authorize a general practice in this re- 
gard by Indiana bankers. It was an es- 
tablished fact in the case that the maker 
had no defense to the note, and it repre- 
sented a just debt owing by him. But 
suppose a note is presented, to which the 
maker has a valid defense The decision 
does not go so farasto authorize pay- 
ment of sucha note by the bank. The 
court says, if the bank pays, it becomes 
subrogated to all the rights of the holder 
to the same extent as if it had purchased 
the paper after maturity. But a purchase 
after maturity,would not cut off defenses. 

As a bank, in paying its depositor’s 
notes, cannot know which are, and which 
are not, subject to defenses; as the de 
cision in question seems to confer auth- 
ority to pay only in a case where the 
maker has no valid defense to the note; 
and as an Indiana bank is not compelled, 
as in some states, to pay its depositor’s 
note made payable at the bank, the same 
as if it was his check, but only has auth- 
ority so to do in certain cases, we would 
not advise an Indiana bank, under the 
present condition of the law in that state, 
to pay its depositor’s notes made payable 
at the bank, without his express instruc- 
tionsotodo. If the Negotiable Instru- 
ments Law comes to beenacted in Indiana 
the bank,under that law,will be compelled 
to pay; but under the present law it is 
not. 


Appropriation of Deposit—Illinois 


ILL. Dec. 5, I901. 
Editor Banking Law Journai: 

DEAR SIR:—A has a deposit in a bank in this 
state, and the bank holds A’s overdue note for 
an amount greater than that to A’s credit on 
general deposit account. Kindly advise as to 
the rights of the bank to the deposit, where it 
has not actually charged up the note against the 
account, 
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1. If A presents his check in person for 
amount of deposit; 

2. If bank is garnished by a creditor of A; 

3. If a bona fide payee, for value,of A’s check 
presents same at the bank for payment, and the 
deposit is sufficient to meet it. 


Cashier. 


1. The bank,holding A’s overdue note, 
can refuse to pay the deposit to A, him- 
self presenting check, and can thereafter 
appropriate the deposit to the payment of 
the note held by it. 

2. In garnishment proceedings in IIl- 
inois the creditor can only recover of the 
garnishee bank what the judgment debtor 
in whose name the suit is instituted can 
recover. The garnishor, therefore,stand- 
ing in the shoes of A, cannot, by garnish- 
ing the bank, obtain a greater right to 
the deposit than A himself has; and as 
the deposit, as against A, is subject to the 
right of the bank to appropriate it towards 
payment of A’s overdue note, the same 
right exists against the garnishor although 
appropriation has not been made at the 
time of garnishment. 

3. But if A’s check is presented by a 
bona fide holder for value,before the bank 
has actually appropriated A’s deposit to 
the payment of his overdue note, by 
charging the note up against the deposit, 
the checkholder takes precedence to the 
deposit over the bank. The check holder's 
right to the money is fixed by the presen- 
tation of his check. In Illinois, a check 
is an assignment of the deposit, and pre- 
sentation to the bank while the money is 
yet to the credit of the check drawer, fixes 
the rights of the assignee thereto 


Fraudulent Negotiation of Mortgage 
Security. 


ILL. Dec. 2, 1901. 
Editer Banking Law Journal: 
DEAR SIR:—A party executed negotiable 
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notes secured by a trust deed of real estate to a 
trustee. The mortgagor delivered the notes and 
trust deed to a clerk of the trustee, mistakenly 
thinking the recipient was clerk of his own at- 
torney, to preserve until the deal was completed. 
At this time, the trust’ deed had not been 
acknowledged. The clerk, who was a notary, 
filled in the acknowledgment by direction of the 
trustee, and the latter fraudulently negotiated 
the notes and mortgage to a bona fide purchaser 
for value, who appropriated the proceeds, no 
part of which were received by maker of notes 
and trust deed. 

Can bona fide purchaser foreclose? 

Or is he the loser? 

Interested. 


The maker of the notes and trust deed 
must lose by the fraud. The rights of 
the bona fide holder of negotiable paper, 
procured by fraud, or issued in vivlation 
of authority, are protected, and the pur- 
chaser takes the same rights in the mort- 
gage security, which is but an incident to 
the debt which is the principal thing. See 
O'Rourke v. Wahl, tog Fed. 276. 


Bank Cierks’ Associations. 


Boston, November 29, 1901. 
Editor Banking Law Journal: 

DEAR SIR:—I notice in your August issue an 
item relative to the Minneapolis Bank Clerks’ 
Association, giving them credit for the organiza- 
tion of the first of that kind in America. I sup- 
posed there were several aiready in existence. 
That of Boston was organized in 1885, was in- 
corporated in 1889 and the present membership 
is925. There isa permanent fund of $28,000, 
interest of which is used to aid sick and disabled 
members. Besides the annual meeting at which 
an entertainment is always provided, we have 
other meetings and entertainments that bring 
the members together in a social way and in 
which all are interested. I enclose a copy of 
our by-laws for your inspection. 

Yours very truly, 
R. 


The name of the Boston association, 
we observe, is “The Bank Officers Asso— 
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ciation of the city of Boston” and “any 
person connected for the year immediately 
preceding the date of application in an 
official or clerical capacity in a national 
bank, savings bank, trust company, the 
Clearing House, bank examiner, or United 
States Sub-Treasury,in the city of Boston 
may be elected a member” as provided by 
the by-laws. The Minneapolis Associa- 
tion is distinctively a bank clerks’ associa- 
tion; and officers in banks hold no active 
membership therein. If any bank clerk 
who is a member becomes an officer of a 
bank,he ceases to become an active mem- 
ber of the bank clerks’ association but can 
be made an honorary member. As an as- 
sociation embracing in its active member- 
ship bank clerks only, the Minneapolis 
Bank Clerks Association, as stated in our 
August number, enjoys the distinction of 
being the first of such character organized 
in America. 


Form of Note. 


, N. Y., Nov. 25, tgor. 
Editor Banking Law Journal; 
DEAR SIR:—John Doe wants a note dis- 
counted at this bank and he presents a note in 
the form following: 


, N. Y., Nov. 25, 1901. 
Four months after date I promise to 
pay to the order of the Blank Bank one 
hundred dollars, at the Blank Bank, 
Blank, N. Y. Value received. 
JOHN DOE, 


Indorsement: JOHN RICHARD. 


I claim that the bank can be held equally re. 
sponsible with the indorser of the note, if it is 
not met at maturity. The following note is 
drawn up in the form I think proper: 

——., N. Y., Nov. 25, 1901. 
Four months after date I promise to 
pay to the order of myself, one hundred 
dollars at the | lank Bank, Blank, New 
York. Value received. 
JOHN DOE, 
Indorsements : JOHN DOE, 
JOHN RICHARD. 
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Upon either form of note, the indorser, 
John Richard, would be liable to the bank 
upon being given due notice of dishonor 
after non-payment by the maker at matu- 
rity. The law is contained in section 114 
of the New York Negotiable Instruments 
Law, which is as follows: 


Where a person, not otherwise a party 
to an instrument, places thereon his sig- 
natyre in blank before delivery, he is lia- 
ble as indorser in accordance with the 
following rules: 

1. If the instrument is payable to the 
order of a third person, he is liable to the 
payee and tw all subsequent parties. 

2. If the instrument is payable to the 
order of the maker or drawer, or is pay- 
able to bearer, he is liable to all parties 
subsequent to the maker or drawer. 

3. If he signs for the accommodation 
of the payee, he is liable to all parties 
subsequent to the payee. 


Rule 1 covers the first form of note, 
and rule 2 the second. The bank can, 
therefore, take its choice. 


THE MODERN METHOD OF 


In this day and age of letter-writing, the sys- 
tematic filing of the immense amount of corre- 
spondence that passes through business houses 
daily, becomes a serious problem. True, there 
are a great many filing devices on the market, 
but the numerous complaints received from bus- 
iness men in every line of trade, clearly indicates 
that there is a “want” to be filled. 

To meet this demand, a filing device has been 
perfected by H. L. Couffield Co., Grand Rapids, 
Mich., which would seem to fill every require- 
ment. With the “Couffield” Vertical Filing Sys- 
tem, letters are filed by numerical arrangement 


instead of alphabetically in “flat sheet’ files. 
All letters of each correspondent are filed in a 
separate folder, and can be referred to instantly 
without any sorting whatever. Carbon copies 
are made and filed with the letters answered, 
thus saving much valuable time used in going 
through copy-books. 
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CORRESPONDENCE. 


Collection Systems. 


BOSTON, Nov. 29, 1901, 
Editor Banking Law Journal; 

DEAR SIR :—I was attracted by an article ip 
your October issue relative to resolutions passed 
by Connecticut bankers and your remarks in | 
connection therewith. My experience at the § 
Convention recently held in Milwaukee was that § 
bankers in all sections of the country are giving 
quite a little thought to the collection of checks, 7 
All admit that the present system in vogue] 
throughout the country is expensive in time and 
cost of collection and all are looking for a better 4 
method, but cannot agree on any one system) 
Some of these were quite favorably impressed 
with our Boston system, but doubted its practi- 
cability in their section (the same objection was 
raised here), and while I do not claim perfection™ 
for our methods and would gladly welcome any 
suggestions by way of improvement, I consider | 
it a step in the right direction which the success § 
following its adoption has proved. It is my) 


opinion that time will see the several banki 
centres of the country adopt some system whidl 
shall be universal, whereunder all collections) 
will be made in the most direct manner and at 
a minimum expense. 
Yours truly, 
Boston Banker. 


FILING CORRESPONDENCE. 


The file itself is constructed in sections, giving} 
the advantage of adding capacity as required.9 
A great objection heretofore has been that when 
a larger file was needed, the one already in use 
had to be discarded altogether or turned in at a} 
largediscount. With the “Couffield” SECTIONAL 
Vertical File this difficulty has been overcome, 
One drawer or a dozen can be added any time, 
with the result that the effect of the whole is as} 
harmonious and pleasing to the eye as a file of 
one-piece construction. 

The principal virtues of the ‘‘Couffield” systemy 
are quickness, accuracy and convenience. I 


has so many advantages over the old style sys 
tem of small drawers that it is rapidly taking it 
place. Itis but natural that it should be 
when the two systems are compared. 

The above firm also manufacture card index 
systems and special filing devices for banks,trus§ 
and insurance companies. 
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